





























Not only property owners 
but the general public bene- 
fit by fire prevention, since 
the cost of fires must be pass- 


ed on to the public in rents. 
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are general fire insurance carriers 


MUTUAL FIRE PREVENTION BUREAU. Western Millers Mutual Fire Insurance Co.. . . Kansas City, Mo. 
230 East Ohio St. 23 Chicago, Ill. 


A ve acl oe Ohio Millers Mutual Insurance Co........... Van Wert, Ohio 
service organization maintained by the ! 

Mill Mutuals Michigan Millers Mutual Fire Insurance Co.. . . . Lansing, Mich. 

Mill Owners Mutual Fire Insurance Co...... Des Moines, Iowa 

Millers Mutual Fire Insurance Co............ Harrisburg, Pa. 

Millers Mutual Fire Insurance Co......... Fort Worth, Texas 

Pennsylvania Millers Mutual Fire Ins. Co.. . . Wilkes-Barre, Pa. 

Millers Mutual Fire Insurance Association......... Alton, Ill. 


Grain Dealers National Mutual Fire Ins. Co. . . Indianapolis, Ind. 
& Millers National Insurance Co................. Chicago, Ill. 
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MARINE INSURANCE 


OCEAN—INLAND—Y ACHT 





Transportation Insurance On A Mutual Basis 


This Company is the largest in the United States writing exclusively Ocean Marine, 
Yacht, Inland Marine and Transportation Insurance on a Mutual Cash Participating 
plan. The profits revert to the assured. Policies are non-assessable; no policyholder 


being liable to the Company except for the payment of the premium. Its policy offers 
safe and economical protection. 


Latest Dividend 15% 


LOSSES PAID IN EXCESS OF $185,000,000 
DIVIDENDS OF PROFIT TO POLICYHOLDERS OVER $115,000,000 


Inquiries Invited Direct or Through Agents or Brokers 


Atlantic Mutual 


Insurance Company 
(Chartered 1842) 
HOME OFFICE: ATLANTIC BLDG., 49-51 WALL ST., NEW YORK 
CHICAGO OFFICE: 175 WEST JACKSON BLVD., CHICAGO, ILL. 


BRANCH OFFICES: 
BOSTON CLEVELAND PHILADELPHIA 

















BCONOMY..“m 
IFFICULT indeed to pass on traits 


or characteristics even within the limits of one family. More 
difficult to do it in a great institution made up of over two thou- 
sand business families. Yet mutual companies have adhered to 
economy since the beginning. The departures from this basic 
principle have been very few in 180 years of mutual experience. 
Sh ee oe 
ECONOMY AT STEVENS POINT 





sill labia Hardware Stock Company Stock Company Stock Company 
Ratto se Mutual 
—— 20.3% 39.1% 40.6% 45.3 % 


(Figures taken from Best’s Insurance Guide, 1932) 


HARDWARE MUTUAL CASUALTY COMPANY 


HOME OFFICE: STEVENS POINT, WISCONSIN 
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SERVICE BEFORE AND 
AFTER THE LOSS 


ek 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


mm 


Offices From the Atlantic to the Pacific 


— Gale & Stone, Boston Justin Peters, Philadelphia “™ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 
James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Insurance Agency, Indianapolis. 
The Martin General Agency, Seattle, Denver, San Francisco, 
~ Los Angeles, Vancouver, Portland, Spokane. - 
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About the Insurance World 


Brief Review of What Is In the Magazines and In the Mail 
Which Comes to the Editor’s Desk 


‘““Technocracy” the INSURANCE 
New Panacea men, no less 

than those in 
other lines of business are inspecting 
the new doctrine or philosophy of 
“Technocracy” to discover if there 
are any glimmerings of commonsense 
in it. Underwriters and sales man- 
agers have turned to this latest pre- 
scription for success, hoping it will 
cure the troubles in their respective 
departments—but although there may 
be machines for automatically filling 
in policies, no robot has yet been in- 
vented which will make inspections, 
judge hazards, solicit business, de- 
liver policies and bring back the pre- 
mium money. A four-hour day, four 
days a week is an attractive program 
which even the big boss in few front 
offices has achieved up to date. Mass 
production of executive brains does 
not seem to have advanced very far. 


On the other hand the Technocrats 
make out a pretty good case for the 
handlers of merchandise and such; 
that is so far as proving that sixteen 
hours labor a week would be suffi- 
cient to supply the world’s material 
demands if the machinery of produc- 
tion were used to capacity. 


The whole controversy opens up 
some interesting questions. Could 
mankind profitably use so much lei- 
sure? Would the natural born loaf- 
ers want a reduction to ten hours a 
week, then five, then none at all? 
Would wives stand for husbands be- 
ing around home so much of the 
time? What would be the effect on 
the movie, the auto and the vodvil 
business ? Where would the jazz sing- 


ers and crooners come from to keep 
the radio going six shifts a day? 
Just here the subject becomes too 
painful to pursue. 


November Fire 
Loss Lower 


FIRE losses in 
the United States 
in November 
amounted to $31,167,708, according 
to the monthly report of the National 
Board of Fire Underwriters. This is 
a decrease of $4,119,933 from the 
total for November, 1931, or 11.67%. 
For the first eleven months of the 
year the total fire loss as reported by 
the National Board is approximately 
eight and a half million dollars less 
than during 1931. 


Considering these lower figures it 
should be remembered that the de- 
cline in property values has probably 
helped to bring the result about and 
it is quite probable that the same 
amount of property is being burned 
as was destroyed last year. 


District of THE initial hearing 
Columbia on the bill to provide 
Code Hearing an insurance code 

for the District of 
Columbia was held December 15th, 
with testimony confined largely to the 
life insurance provisions of the meas- 
ure. Representatives of other classes 
of insurance who were in attendance 
indicated however, that they would 
offer a number of amendments, and 
a future hearing will be held for them 
after January Ist. The hearings were 
conducted by Representative Harlan 
of Dayton, Ohio, chairman of the In- 
surance and Banking Sub-Committee 


of the House District of Columbia 
Committee, which is considering the 


bill. 


Adopt New THE Western Under- 


Delinquent writers Association has 
Agency approved a new delin- 
Rule quent agency balance 


rule, for the purpose of 
aiding in the collection of overdue 
accounts. 


The rule provides that on or be- 
fore the 20th of each month a repre- 
sentative of each company belonging 
to the Field Club shall report to the 
office of the Field Club the names of 
all agents having unpaid balances 
outstanding more than 75 days from 
the last day of the month in which 
the business was written, which if not 
paid would become ninety days out- 
standing after the last of such month. 
The report must be made on blanks 
supplied by the Field Club for this 
purpose, and all questions shall be an- 
swered in their entirety. Members 
having no balances to report are re- 
quired to file a written statement to 
that effect with the Secretary of the 
Field Club. The manager of the 
Western Underwriters’ Association 
shall be advised immediately of the 
failure of any company representa- 
tive to report. 


If, after the lapse of ten days from 
date of receipt of the report, notice 
of removal of reported delinquency 
is not received, or if any additional 
delinquency of the agent is reported 
at such time, the agency shall be con- 
sidered as one with delinquency es- 
tablished and the Field Club shall at 
once call a meeting and send a notice 
to each member interested. 


Where an agency is reported de- 
linquent by a majority of the 
members represented in the agency, 
the meeting shall elect a chairman 
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and secretary. The agency must 
be visited within ten days and a 
complete financial statement of the 
agency on a form approved by the 
Western Underwriters’ Association 
must be obtained upon which to de- 
termine future action. The commit- 
tee must again render a full report 
to all interested members at the time 
of or before the next regular Field 
Club meeting. 


Malicious Plate AT least $300,000 
Glass Losses a year is being 
Are High paid by the insur- 

ance companies 
operating in Chicago for malicious plate 
glass breakage, according to an esti- 
mate made by Secretary J. A. Lawlar 
of the Cook County Plate Glass In- 
surance Bureau. The reports on mali- 
cious breakage are coming in at a rate 
of about eight a day, and the average 
loss is around $60. There were 201 
malicious breakage reports filed with 
the bureau by member companies in 
November; and December Ist there 
were 22, and on December 2nd and 
3rd four additional. The total loss re- 
ported on these latter four losses were 
$457. Thus, in 28 working days there 
were reported 227 such losses. 


ACCORDING to 
a report made at 
budget hearing 
held in Madison, the Wisconsin Pub- 
lic Depository Bond Fund has ar 
income of about $2,500,000 for the 
biennium. Claims as a result of bank 
closings amount to about $2,000,000, 
and about $470,000 of these have been 
paid. 


Wisconsin Fund 
Report 


It is estimated that it will take five 
or six years for the Fund to get 
even with the expected outlays to 
cover public deposits lost through 
bank closings, or tied up through 
moratoriums. 


AFTER con- 
ference with 
Oklahoma la- 
bor leaders a 
bill for a new workmen’s compensa- 
tion law for the state has been 
drafted by representatives of the As- 
sociated Industries of Oklahoma and 
Oklahoma Association of Insurers. 
In place of the present three Com- 
missioners it provides for an indus- 
trial Commission of five members to 
be appointed by the governor with 
the approval of the senate. Appeal 
would be taken from awards made 
by individual commissioners to the 
full commission the final right of ap- 
peal to the Supreme Court continuing 
as at present. 


New Compensation 
Law Proposed in 


Oklahoma 
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Instead of the current period of 
payment of compensation extending 
from 300 to 500 weeks, the bill would 
fix 415 weeks for total permanent dis- 
ability. The amount of award for each 
injury also is changed with both in- 
creases and decreases. 


Simplify New 
York Rating 
Schedule 


A SIMPLIFIED 
schedule for rat- 
ing mercantile 
buildings and con- 
tent outside the territory of the New 
York Fire Insurance Exchange has 
been adopted by the governing com- 
mittee of the New York Fire Insur- 
ance Rating Organization and is on 
file with the New York State Insur- 
ance Department. 


The new schedule became effective 
December Ist. It has approximately 
only one-fourth as many items of 
credit and charges as the old. It re- 
gards only the fundamentals of rating 
and is basically so arranged that un- 
less there is a vital change in the con- 
dition of a building the rate will re- 
main practically the same for a num- 
ber of years. The same stability ap- 
plies to occupancy and unless a new 
occupant changes the hazard very 
materially there will be no change in 
rates. 


In discussing the new schedule Wil- 
liam J. Ward, secretary of the Rating 
Organization said that three-quarters 
of the old credit and charge items had 
been found to be needed so infre- 
quently and were so uncommon that 
they do not belong in the schedule. In 
the past there have been instances, he 
said, where only one building was us- 
ing a certain item, yet it remained in 
the schedule. Under the new sched- 
ule a change in the building or occu- 
pant must introduce or, eliminate a 
serious hazard in order to affect the 
rate. 


EDGAR C. 
LAWSON, 
State Auditor of 
West Virginia has requested Attorney 
General Howard to prepare an order 
prescribing uniform policies for in- 
surance companies writing indemnity 
and public liability insurance, to be 
submitted to the auditor. The tenta- 
tive order and tentative forms have 
been prepared and submitted to the 
Attorney General to be placed in 
proper form, Mr. Lawson said. It was 
pointed out that fire insurance com- 
panies conform to regulations pre- 
scribing uniform policies but that the 
policies of some firms writing public 
liability and indemnity insurance dif- 


Uniform Policies 
in West Virginia 





fer from those of others in the pro- 
tection afforded. 


California Fire 


Premiums Lower 


FIRE insurance 
premiums in 
coast territories 
for the year 1932 represent a substan- 
tial decrease from the 1931 total, in 
the opinion of leading underwriters in 
San Francisco. It is expected that the 
decrease will amount to approxi- 
mately 15 per cent from last year’s 
total of $63,582,000. They cite the 
lowered value of all classes of prop- 
erty, real and personal, the dearth of 
new business due to the dormant con- 
dition of the building trade and the 
large scale discontinuance of many 
side lines as contributing factors to 
the decline. 


Occupational THE National Coun- 
Disease Now cil has announced 
Affects Rate that after December 
31, 1932, the occupa- 
tional disease hazards will become 
part of the compensation rating struc- 
ture in workmen’s compensation. 


The new program will go into ef- 
fect in the so-called non-regulated 
states as of December 31, 1932, on 
new and renewal policies. These 
states are Alaska, Connecticut, Dis- 
trict of Columbia, Idaho, Illinois, In- 
diana, lowa, Louisiana, Michigan, 
Montana, Nebraska, New Mexico 
and Rhode Island. They will go into 
effect in other states as the supervis- 
ing authorities shall decide. 


The study of occupational diseases 
has been going on for years, with a 
number of other organizations co- 
operating with the National Coun- 
cil, in conducting research on this 
question from an insurance stand- 
point. 

The chief diseases occurring in the 
course of work are named in a 
schedule. They are: silicosis; asbes- 
tosis, lead, chrome, anthrax, benzol, 
and mercury poisoning, caisson dis- 
ease, radio active substances, and dis- 
eases not otherwise classified. 


The average increase for occupa- 
tional disease claims is distributed 
among various classifications in ac- 
cordance with the hazard found in 
each. Accompanying the filing is an 
exhibit showing the classifications of 
the corresponding occupational dis- 
ease hazard weight in determining 
the specific loading. For the classi- 
fications included in the list there is 
a basic occupational disease loading 
of lc per unit of hazard weight. For 
all other classifications 1c has been 
added to the rate as heretofore deter- 
mined. 











The hazard rates begin with 2 and 
run to 100. In the highest bracket is 
flint or spar grinding; silica grind- 
ing. Silicosis is given as the occupa- 
tional disease. Other very high 
weight hazards are stone cutting and 
polishing, where the hazard rate is 
90. Red or white lead manufacturing, 
where lead poisoning is incident, has 
a rating of 72. 


The program recommended is 
divided to meet the various require- 
ments of the several state compensa- 
tion laws as respects occupational 
diseases. There are modifications, for 
instance, in states where occupational 
disease coverage is provided by the 
state compensation act or by court in- 
terpretations. In states where occu- 
pational disease is not provided by 
the state compensation act, or by 
court interpretations, there are new 
schedules, and in those states where 
the occupational disease coverage is 
provided by the State Compensation 
Act, there are other modifications. 


Fire Losses ACCORDING to the 
Lower in annual report of Alfred 
Indiana M. Hogsten, Indiana 

Fire Marshal, fire losses 
in Indiana during the last fiscal year 
were much lower than the preceding 
year. The total number of fires was 
5,107 in 1932 as against 6,594 the 
year previous. Total losses last year 
were $6,678,061.00 as against $8,- 
102,677.00 the year before and the 
only cloud on the otherwise excellent 
record was that of the farms, where 
the number of fires increased from 
1,813 the year before to 1,843 last 


year. 


Residences suffered the most num- 
ber of fires, a total of 3,243, or 
44.7% of the total; barns were next, 
with 675, and a total of 17.7% of 
the total. 


Texas Arson Law THE law against 
Unconstitutional arson enacted by 

the Forty-second 
Legislature in the State of Texas, has 
been held unconstitutional and void 
by the Texas Court of Criminal Ap- 
peals because of its defective caption 
and the old arson law was declared 
still in force. 


The new law changed the penalty 
from two to seven years to one to five 
years. The caption of the amendatory 
act restricted the purpose of the bill 
to a change in the definition of the 
offense and an attempt was made to 
define the offense of attempting to 
commit arson. “The framers of the 
bill informed the public and their fel- 
low legislators that the purpose of the 


JOURNAL OF AMERICAN INSURANCE 


bill was to change the definition,” the 
Court held. “In changing the penalty 
the bill went beyond the express limi- 
tations of its caption and this des- 
troyed its effectiveness as a law.” 


Louisiana Rate THE attempt to 
Suits Dismissed compel a reduction 

in fire rates on 
sprinklered risks and to force the re- 
turn to the 155 classifications obtain- 
ing at the time of the enactment of 
the 1925 insurance act by bringing suit 
against the Louisiana Insurance Com- 
mission ended in the recent dismissal 
of both suits by the Civil District 
Court at New Orleans. The cases in- 
volve issues of primary importance to 
underwriters and have been before 
the Commission in contention for a 
long time. 


In the first suit William N. Camp- 
bell and William L. Railey sought to 
compel a drastic reduction on sprink- 
lered risks on the grounds that the 
State Act limited the profit to be mace 
by insurance companies to 5%. They 
produced statistics purporting to show 
a much greater margin on this par- 
ticular class of risk. The Insurance 
Commission had contended in oppo- 
sition that the Act intended that the 
underwriters earn a 5% return on the 
business as a whole, holding that to 
figure the return by classification 
would result in too frequent changes 
in the rates. Judge Byrnes upheld 
this latter view. 


In the suit for mandamus brought 
by Jung Hotel, Inc., with Alfred Dan- 
ziger as attorney, a writ was sought 
from the court to force the Louisiana 
Insurance Commission to return to 
the original 155 classifications, com- 
pelling the insurance companies to 
furnish statements of premiums. 
losses and expenses annually, This 
method was abandoned by the Louisi- 
ana Commission in favor of twenty- 
six classifications. The plaintiff ar- 
gued that the language of the Louisi- 
ana statutes in calling for reports ac- 
cording to “customary classifications” 
meant the 155 classifications used by 
the National Board of Fire Under- 
writers in Louisiana twenty-five years 
prior to the enactment of the law. 
The plaintiff’s case was built on the 
argument that the regrouping placed 
their property, a fireproof building, in 
a group with structures more hazard- 
ous and inflammable, forcing them to 
pay a higher premium than warranted. 
The plaintiff sought the order of court 
so as to secure the statistics of expe- 
rience on which to support its claim 
before the Commission for a reduc- 
tion in rate, 
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National Surety 


THE suit brought 
Wins Big Suit 


by Hare & Chase, 
Inc., of Philadel- 
phia against the National Surety for 
$3,300,000 was finally dismissed in 
the Supreme Court of the United 
States after the lower courts had con- 
sistently decided in favor of the in- 
surance company. 


Hare & Chase were dealers in auto- 
mobile finance paper who secured 
from the National Surety Company a 
bond covering certain automobile 
paper. The concern became financially 
involved and other interests took the 
concern over. The new _ interests 
sought to enforce a claim for $3,050,- 
000, together with interest, which, 
according to the National Surety 
Company, was not intended to be 
covered by the bond. The suit was in 
the Federal courts for years. 


Compensation 
Changes Expected 
in Washington 
State 


ACCORDING 
to a report in 
the Underwrit- 
ers Report of 
November 24th 
the outlook is hopeful in Washington 
that the State Monopolistic Work- 
men’s Compensation Fund will be re- 
pealed at the January session of the 
legislature and this class of insurance 
thrown open to competition of private 
companies. A meeting was held in 
Seattle under the auspices of the ed- 
erated Industries of Washington at 
which it was concluded that the pres- 
ent law has proved a failure in view 
of the existing deficit of $1,250,000 
in the State Accident Fund and the 
inadequate rates. 


A committee headed by C. S. Chap- 
man of the Weyerhaeuser Timber 
Company, which has been studying 
plans for meeting the problem, was 
delegated to draw amendments to the 
present law or draft an entirely new 
act, including the optional insurance 
feature, permitting employers to carry 
insurance with either the state or pri- 
vate companies. 


Union Indemnity 
Gets Needed 
New Funds 


IT has been an- 
nounced that 
$800,000 in cash 
has been paid 
into the surplus of the Union Indem- 
nity by the Insurance Securities Com- 
pany, the holding company which 


controls the casualty company at 
New Orleans. Mr. Moss, Presi- 
dent of the holding company, ad- 


vises that the underwriters of the 
two million dollars preferred stock 


recently authorized by the share- 
holders of Insurance Securities 
Company have failed to comply 


with the contract and the preferred 
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stock will not be issued at this time. 
When the original announcement was 
made it was thought that the group 
headed by Julius Barnes intended to 
take an interest in the Union Indem- 
nity Company. 


Associated Fire 
Reinsures 


ALL the fire busi- 
ness, other than 
automobile, of the 
Associated Fire & Marine Insurance 
Companies was reinsured on July 
31st, enabling a transfer of over 
$600,000 of the fire company’s funds 
to the indemnity company. The fire 
company retained about $400,000 in 
capital and surplus for the writing 
of automobile fire and theft only. 
This move greatly strengthens the 
position of the Associated Indem- 
nity Company. 


Loans by R.F.C. 


Lowered 


DURING Octo- 
ber 1932 the Re- 
construction — F1- 
nance Corporation loaned $1,209,00C 
to insurance companies, the lowest fig- 
ure recorded for any month. From the 
creation of the Corporation to the end 
of October loans authorized to insur- 
ance companies have amounted to 
$76,402,200, of which amount $61,- 
058,763 is still outstanding. These 
total figures cover loans authorized 
and granted to all types of carriers, 
fire, life and casualty. 


Two Fire THE entire business 
Companies’ of_ the Hudson Insur- 
Reinsured ance Company of New 


York and the United 
States business of the Svea Fire & Life 
Insurance Company of Gothenburg, 
Sweden have been reinsured by the 
Home Fire Insurance Company of 
New York. The direct agency busi- 
ness of the Skandia Insurance Com- 
pany of Stockholm, Sweden has alse 
been reinsured, although the com- 
pany will continue to operate as a 
reinsurance company in this country. 
The total reinsurance premium of 
the three companies involved in this 
transaction amounts to approximately 
$3,000,000. All of the companies re- 


insured have been under the same 
management. 
Glen Cove THE affiliation of 


Affiliates with 
Kemper Group 


the Glen Cove Mu- 
tual Insurance Com- 
pany with the Lum- 
bermens Mutual Casualty Company 
has been announced by John C. 
Baker, Chairman of the Executive 
Committee of the Glen Cove. James 
S. Kemper, President of the Lumber- 


mens Mutual Casualty, has been 
elected President of the Glen Cove 
and James W. Townsend, former 


Kemper, are 


president, and H. G. 
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Vice-Presidents ; Karl E. Greene con- 
tinues as Secretary and Managing 
Underwriter, and James T. Havi- 
land of Philadelphia becomes Treas- 
urer. 

The Glen Cove Mutual is one of 
the oldest and best companies op- 
erating in New York State, having 
been organized in 1837. Although 
originally its operations were con- 
fined mainly to Long Island, it has 
expanded its field materially and now 
does business in twenty-four states. 

Commenting upon the new ar- 
rangement, Mr. Baker said: 


“After careful consideration by the Ex- 
ecutive Committee-and Board of Directors 
of the Glen Cove Mutual Insurance Com- 
pany it was decided that the business of 
our company could best be conducted in 
cooperation with a group of mutual com- 
panies having a nation wide organization 
and service facilities in all of the states in 
which our company operates. We are very 
happy that we are able to effect such an 
arrangement with the Kemper group be- 
cause we feel that the affiliation will assure 
to our policyholders not only substantial 
economies in operation but a conservative 
investment and underwriting policy that 
will be of substantial advantage to policy- 
holders. 

“The Glen Cove will continue to operate 
from its home office in New York and with 
its enlarged facilities should be increas- 
ingly valuable to our agency force in New 
York and throughout the country.” 


Actual Value THE Insurance 
Auto Policy Committee of the 
Recommended National Associa- 


tion of Finance 
Companies submitted a questionnaire 
to its members asking for suggestions. 
The most important of these embod- 
ied by the Committee in its report, 
was that the actual value form be 
adopted, and insisted upon in all 
cases because practically every fi- 
nance company has been involved in 
controversial settlements due to the 
valuation question. The belief is ex- 
pressed that the present system of 
rating automobile risks and the pres- 
ent method of allowing discounts or 
commissions to finance companies on 
a sliding scale is antiquated and is 
not justified by past or current ex- 
perience. 


Handling AN analysis of 61,500 
Material accidents reported to a 


Causes Most single insurance com- 
Accidents pany revealed some 

interesting data on acci- 
dent causes. Accidents occurred in 
the various types of work in the 
following order—handling material, 
striking against objects, falls and 
use of hand tools. Handling ma- 
terial accounted for 28% of the to- 
tal number of accidents and should 
probably include most of the acci- 
dents attributed to striking against 





objects, which accounts for 12% of 
the total. These figures covered 402 
manufacturing plants in 24 states, 


each of which reported at least 
twenty-five accidents a year. 
Texas THE Texas Board 


Compensation of Insurance Com- 
Rates Raised missioners has an- 
nounced their revi- 
sion of the Compensation Insurance 
Manual, effective December 1, 1932, 
which results in an increase of ap- 
proximately 10 per cent in the rates. 
The Workmen’s compensation In- 
surance Manual carries rates for 720 
classifications. Of this number 571 
were increased, 50 decreased and 82 
unchanged. Also there are about 17 
classifications for which rates are not 
published, but are quoted by the In- 
surance Board upon specific request. 
Approximately 12 new classifications 
were also erected, effective Decem- 
ber 1, 1932. 

Some important increases are as 
follows: Street and road construc- 
tion, 26 per cent ; street and road pav- 
ing, 26 per cent; pipe line construc- 
tion, 33 per cent ; sewer construction, 
18 per cent; weighers and samplers, 
90 per cent; talleymen and checkers. 
92 per cent; marine appraisers, 92 
per cent; oil well drilling, 22 per 
cent; oil well operating, 11 per cent; 
oil refining, 22 per cent. Previous 
revisions, mostly upward, were made 
on March 1, 1930, August 1, 1931, 
and December 1, 1931. 


Stock Agent PERCY H. GOOD- 
on War Path WIN, San Diego agent 

ee and former National 
Association president, made a number 
of harsh criticisms of the fire, casu- 
alty and surety companies and their 
effect upon the agency system in an 
address delivered November 7th at 
the California Agents’ Convention. 
One of his statements was: “If the 
developments of the past five years 
continue, the American Agency sys- 
tem cannot possibly survive.” 

Mr. Goodwin stated that he is in 
favor of State Rating in California 
and will work for the passage of such 
a measure, despite the opposition of 
the National Board of Fire Under- 
writers. He added that the agents of 
the country have taken tremendous 
reductions in income through the op- 
eration by the companies of pools for 
the wholesale writing of various com- 
modities. The tendency for graded 
commissions on compensation was at- 
tacked and fear was expressed that 
this proposal if effective would be an 
opening wedge in a campaign to re- 
duce all commissions. The branch of- 

(Continued on Page 29) 
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One Careless Moment Has Often Turned a Joy Ride Into a Trip to the Hospital 


Current. Problems of Auto Insurance 


How a Practical Scholar in the Casualty Field Looks At What 
Is Being done And What is Yet To Be Accomplished 


r err the automobile indus- 

try met with a severe setback in 

1930 and 1931, the automobile 
retains its place as one of the prin- 
cipal features of American material 
civilization. In 1931 the number of 
passenger cars produced was 30 per 
cent under 1930, but passenger car 
registrations declined only 3 per cent. 
Motor trucks apparently are still more 
of a necessity. We manufactured last 
year 27.6 per cent fewer than in 
1930; but the number of those in op- 
eration totaled within 1 per cent of 
those of the previous year. Since the 
1931 additions to the ranks of new 
buyers were so small as to be insig- 
nificant, it is evident that, business 
good or business bad, the American 
automobile keeps on rolling. Each 
new car or truck replacing one worn- 
out was registered, and nearly every 
old one. Moreover, compared with 
former years, this automotive equip- 
ment was not on part-time. In a year 
when 2.8 per cent fewer motor ve- 


By C. A. KULP 


Professor of Insurance, Wharton School of Finance 
and Commerce, University of Pennsylvania 


hicles use 2.1 per cent more gasoline, 
there is only one allowable deduction: 
both average and total mileage have 
increased very considerably. 

The automobile is a fact, and ap- 
parently a permanent one; this does 
not however exempt it from further 
analysis and criticism. This present 
time of painful readjustment has 
forced on us a re-examination of all 
values, tangible and intangible, and 
the automobile is not escaping. It is 
increasingly clear to the many what 
for a decade has been insisted by a 
very few: that size is not enough, 
speed is not enough, beauty is not 
enough. Size, speed and beauty in 
motor vehicles have to be paid for, 
and perhaps on taking thought, we 
shall find the cost too high. It is not 
the purpose of this article to measure 
and compare the benefits and the costs 
of the automobile in all of its aspects. 


A fertile and a wide field lies ready 
within the scope set by the relation- 
ship between the automobile and the 
institution of insurance. This rela- 
tionship is not only wide; it is deep 
and complicated by a thousand criss- 
crossing social and personal factors. 
The automobile is of all things 
dynamic ; its rapid developments keep 
insurance men busy just trying to stay 
within hailing distance. It is interest- 
ing, and perhaps useful to examine 
the speed and current direction of 
their efforts, and if possible, to detect 
their apparent trend for the not-too- 
far future. 

In order to give directness and defi- 
niteness to this examination, let us set 
up a short statement of the leading 
characteristics of the automobile and 
of the automobile underwriting haz- 
ard. Over against these characteristics 
may be set the principles and practices 
devised by underwriters and others to 
meet, circumvent or improve them. 
No one may presume to pose as final 
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arbiter of any institution, least of all 
in the din and confusion of its myriad 
daily shifts and changes. The method 
of comparison has, however, the merit 
of furnishing a clear statement. 
Whether or not one considers the 
present attempted solutions adequate 
will depend largely on background, 
experience and social viewpoint. At 
the very least, each critic can analyze 
the companies’ programs, and draw 
up his own list of the things the com- 
panies have done that they should not, 
and of those they have not done that 
they should. 


From the point of view of insurance 
people, the automobile has 4 principal 
characteristics. The first 3 in our list 
arise naturally and without exception 
from the nature of the automobile it- 
self. The fourth, not nearly so easy to 
define, is a complex of various origins. 
Stated briefly, the characteristics are: 

1. The extremely high, and the con- 

stantly increasing, inherent hazard. 

2. The complexity and extremely broad 

scope of only adequate coverage of 

this hazard. 

3. The relatively low income of many if 
not most automobile owners and op- 
erators. 

4. The state of intense competition be- 
tween automobile and particularly, 
casualty insurance underwriters. 


I. High AND INCREASING HAzARD— 
THE PROBLEM 


« “a 


— 
SS 


N’ a time when the reader of every 

variety of publication is bombard- 
ed daily with statistical and other in- 
formation to prove the deadliness of 
the automobile, it seems hardly nec- 
essary to repeat the evidence. A single 
exhibit, which has the merit of drama- 
tizing and summarizing the whole vol- 
ume of data, will suffice. To con- 
sider automobile deaths only (be- 
cause data on other injuries are not 
uniform or reliable), official figures 
of National Safety Council for 1931 
show a new high of 33,500. In every 
year from 1920 to date we have sacri- 
ficed a higher total than in the year 
before. For the first time in history, 
automobile registrations in 1931 for 
the United States failed to increase 
over the previous year, but automo- 
bile fatalities maintained their relent- 
less up-trend. We used to console our- 
selves that, even though we had to 
confess that the automobile was de- 
stroying more lives every year, the 
number of victims was not increasing 
quite as rapidly as the number of 
deadly instruments. But no longer. 
Since 1927 there have been annually 
not only more deaths, but more deaths 
per 100,000 of automobile registra- 
tions. The sharply upward thrust 
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particularly in 1931 makes comment 
superfluous : 


1920 116.2 1928 100.7 
1924 98.5 1929 105.6 
1925 97.1 1930 112.8 
1926 94.0 193i 129.7 
1927 98.9 


Nor are the reasons for the ominous 
trend established in this simple table 
far to seek. They are matters of com- 
mon observation. The National Bu- 
reau of Casualty and Surety Under- 
writers has recently published some 
very interesting figures, it happens, 
which illustrate and corroborate the 
force of these observations. The use 
of closed models, heavier, costlier and 
clumsier, has increased to a_ point 
where 92 per cent of private passen- 
ger cars are of this type. Every year 
the American automobile breaks its 
previous mileage records, and even an 
unprecedented depression cannot halt 
the big parade. The horse-power of 
the average automobile has nearly 
doubled in ten years, with correspond- 
ing and deliberately calculated in- 
crease in speed, and the end—despite 
the Austin—is not yet. Ever and ever 
the automobile has provided for it 
smoother surfaces to speed over, the 
number of paved miles almost tripling 
between 1914 and 1931. Finally, de- 
spite these really considerable in- 
creases in road-facilities, the crux of 
the automobile accident problem lies 
in the crowding on narrow streets and 
roads planned for horse-cars and foot- 
passengers. The automobile (save the 
airplane) is the most mobile machine 
ever devised, and the only heavy one 
that runs at large on a crowded com- 
mon right-of-way. Between 1914 and 
1931 the best roads tripled in mileage ; 
automotive vehicles increased sixteen- 
fold. The result, spread on the pages 
of this and every morning’s news- 
paper, is as ghastly as it is apparently 
inevitable. 

Combined and inter-related with 
these purely physical reasons for the 
persistent upward direction of auto- 
mobile fatalities are causes not so 
easily stated nor documented. A root- 
cause, all the more difficult to attack 
because of its intangibleness, is the 
continuing apathy of most Americans 
to questions of safety. To express un- 
bounded faith and hope in the su- 
perior qualities of Americans is per- 
haps the correct approach for selling 
them automobiles, but it certainly has 
not sold them automobile safety. The 
president of one of the largest cas- 
ualty mutuals in the country said only 
a few days ago that he has been en- 
tirely unable to detect the slightest 
change in this Pollyanna attitude of 
pious wishing. As long as it persists, 
hope of great improvement is fatuous. 





Extreme as it sounds, human life it 
seems is still too cheap to make its 
conservation profitable. The penalty 
is not high enough. Indemnity for 
the victim is not certain enough. 


The natural and inevitable reper- 
cussion of these conditions on insur- 
ance is to raise costs steadily and in 
recent years sharply. The National 
Bureau of Casualty and Surety Un- 
derwriters country-wide figures on 
average loss-cost per private passen- 
ger automobile send cold shivers down 
the back of every underwriter. The 
year 1928 shows an increase over 1929 
of 3 per cent, 1929 over 1928 of 8&8 
per cent, 1930 over 1929 of 7 per 
cent. Final returns are not in for 
1931, but the probable cost-trend may 
be guessed by noting that, despite sub- 
stantial rate increases applied in that 
year, the loss from underwriting was 
greater than for any of the years 
above. Rates were raised again, in 
many localities sharply, in 1932. Even 
if the automobile underwriter were 
matching rates for losses, dollar for 
dollar, he would still be greatly dis- 
turbed at this up-trend of loss costs. 
When he can’t keep rates in step with 
costs the problem and the danger is a 
double one. 


HicgH AND INCREASING HAzArD— 
THE PROGRAM 


yr 


HE casualty companies—which, 

because of greater losses are in- 
terested in this problem more than 
the fire and marine companies—are 
attacking the automobile safety prob- 
lem simultaneously in several direc- 
tions. The principal methods, stated 
in barest outline, are: rate and policy 
modifications and inducements, legis- 
lation and education. In actual oper- 
ation, the program is not quite so 
simple as this short list implies. On 
the one hand, every insurance man 
knows that motives quite other than 
a meritorious desire to reduce acci- 
dents and costs induces insurance 
companies to support many of the ele- 
ments of the program—for example, 
there is the competitive reason for 
merit rating and guaranteed responsi- 
bility laws. On the other hand, the 
companies are not always alone, and 
are supported, if not at times preced- 
ed by other organizations or institu- 
tions, as with the Massachusetts com- 
pulsory insurance law. Finally, to 
make accurate the picture of a situa- 
tion that would otherwise be too sim- 
ple to be true, the three methods them- 
selves overlap. Changes in rates 


usually have administrative if not 
legislative sanction, education is used 
to convince legislators as well as 











others, legislative and judicial action 
may change policies and rates. 


PoLicy AND PREMIUM CHANGES 
AND INDUCEMENTS 
DSS 


HE most direct incentive avail- 

able to the insurance company in 
a campaign to induce good works is 
through premiums. But a mere suc- 
cession of upward thrusts of the man- 
ual rate level for public liability—sore 
spot of the business—can never have 
the desired effect. It is of necessity a 
defensive measure: it conserves com- 
pany resources, rather than attacking 
accidents. The connection between 
general rate increases and the accident 
rate is much too indirect for the in- 
sured to follow. The effect rather on 
the insured of an increased premium 
—and on the agent who serves as 
channel to him—is negative, shocking 
and antagonizing. Besides to be 
treated in the mass is not flattering, 
particularly when the individual’s 
driving record has been clean. To 
reach and teach the insured through 
rates, something a great deal more 
positive is called for. In fact, there 
is considerable reason for believing 
that a rate penalty or reward, of 
whatever kind, is seriously defective, 
particularly as a sole program of ac- 
cident prevention. This does not 
prove the inadvisability of rate incen- 
tives in safety work by companies; it 
suggests the necessity of other and 
allied programs. 
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1. Automobile Merit Rating—On 
the best way to apply this solution to 


_the accident problem there is less 


agreement among the casualty com- 
panies than on perhaps any other. The 
majority has always insisted that the 
single automobile is not a suitable 
unit for merit rating, and the facts as 
developed by the original scheme back 
up the objection. The event insured 
occurs so infrequently that the fact 
of a clear record for even five years 
creates no presumption for the current 
period. Chance is the major deter- 
minant of liability loss, not individual 
precaution. There is no dependable 
individual risk experience, therefore 
no dependable variation can be calcu- 
lated or allowed between individual 
and group experience and individual 
and group premium charges. Never- 
theless, the force of competition, and 
in some degree perhaps a small hope 
of accident reduction, produced in 
1929 the first out-and-out private pas- 
senger automobile merit rating scheme 
in American insurance history. Com- 
petition immediately got all the better 
of accident prevention, and in fact 
made of the scheme nothing less than 
a new cut-rate plan available to at 
least three-quarters of all owners in- 
sured. The net result for the stock 
companies (merit rating has been a 
stock company program), says Am- 
brose Ryder, was the same class and 
volume of business as before but writ- 
ten at an average of at least 6 to 7 
per cent off manual rates. In January 
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1932 it was abandoned for a new de- 
merit plan, in turn abandoned before 
it could be put into operation. 

2. Automobile Demerit Rating— 
Offhand it would seem that, between 
merit and demerit rating, as alternate 
means of correcting manual or aver- 
age liability premiums for promoting 
safety, there is no distinction except 
in approach. Merit rating gives a dis- 
count from manual rates for a record 
of no accidents as defined ; it penalizes 
the careless and the unlucky by with- 
holding the discount. Demerit rating 
starts at the other end of the problem: 
it charges the manual rate to the no- 
accident risks, and adds penalties to 
the others, depending in degree on the 
seriousness of the motorist’s offense. 
In both plans the good pay less than 
the not-so-good. Wherein lies the dif- 
ference? 

Oso 

T is quite true that mathematically 

the financial results of the two 
schemes could be made identical. But 
the business of underwriting automo- 
bile insurance is often the very oppo- 
site of actuarial. Since in any short 
period most drivers escape accidents, 
the merit rating plan, from a practical 
underwriting point, has the marked 
defect of offering a discount to most 
risks. Why then cannot the manual 
level be raised, but only charged to a 
few? All well and good, were it not 
for human nature. Surround your 
plan as you will by warranties and 
cautions to agents, nearly every single 





To the Collision Hazard of Auto Driving Is Added the Danger from Explosion Induced by an Accident 
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risk will consider itself aggrieved if 
it doesn’t draw the discount, and will 
take steps to get it. Where nearly 
everybody is entitled to a discount, it 
follows that “almost nobody” (to 
quote a leading underwriter) is de- 
nied it. Possibly suppression of un- 
favorable data was suggested by the 
companies themselves, who hoped 
that minor accidents would not be re- 
ported; but principally the plan can- 
not succeed because it works on hu- 
man nature from the wrong end. The 
principle of discounts from manual 
may be feasible in certain cases though 
the insurance trend is in the opposite 
direction — but discounts for every- 
body are not. 

The demerit rate gains precisely 
where the merit rate loses, although it 
is not perfect. The average risk — 
which has a good record—pays the 
average rate. The sub-standard risk 
pays more. The education, to be sure, 
is by a rate increase, but the increase 
is individual, not general, and the risk 
knows exactly why he gets it. More 
important, the number of risks di- 
rectly affected drops at once to a small 
minority, reducing expense and delay 
and increasing efficiency of adminis- 
tration. There is comparatively small 
chance of improper application of the 
system, because the events which set 
it into operation are positive, usually 
matters of other public record, and 
serious enough to prevent suppres- 
sion. A conviction for intoxication 
while driving, for example, may some- 
times be avoided by political methods ; 
once on the record it is a positive 
fact. At the very worst, the occa- 
sional evader pays the average rate. 
Strict justice may have miscarried in 
his case, but he has not seriously dis- 
turbed the rate structure because—if 
the expression is allowed—there is so 
few of him. The demerit plan, to 
summarize, has fewer defects because 
it meddles less with the actuarial base 
of rates. It, like the merit rate, awards 
variations from manual not justifiable 
by mathematics, but the variations are 
at a minimum, and there is no public 
pressure to prevent them from being 
increased, as occasion demands, to 
any degree up to an outright prohibi- 
tive level. It also assumes that the 
liability risk is largely a personal one. 
Whether it will be an effective safety 
measure we shall see presently. 

At the present time neither the 
merit nor demerit system is in general 
operation, but the question is a live 
one and the very opposite of aca- 
demic. The merit rate plan appears to 
have almost passed out of the picture. 
One company still gives a 10 per cent 
credit for a good driving record for 
the first 21 months of the previous 
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24, and 15 per cent for the first 33 of 
the previous 36. The plan is the same 
as that generally in use between 1929 
and January 1932, except that the 
older plan gave credit for only the 
previous 2 year period. It requires 
the insured to declare that in the 21 
months’ experience period no private 
passenger automobile he owned has 
been involved in an accident result- 
ing in personal injury or property 
damage to another; that his opera- 
tor’s license has not been suspended 
or revoked; and that he has not been 
convicted of driving while drunk, of 
hit-and-running, or reckless driving. 
This company is»still convinced that 
merit rating will*work, and that the 
experience of its merit-rated risks is 
better than on its other business. But 
it admits that it rests its faith in the 
plan on extra precautions in under- 
writing, and the question is immedi- 
ately raised: If certain companies 
get select business only, how can 
merit rating be applied successfully 
by the others? This same company 
has also recently devised a quite dif- 
ferent plan for underwriting select 
risks (the named assured policy, to 
be discussed presently). The impli- 
cation of this action is that even for 
its sponsors, merit rating still leaves 
something to be desired as a general 
system for promoting safety. 
Soa 

EMERIT rating, as a purely 
D company program, is likewise 
nowhere in current use. Before the 
date of its intended application, oppo- 
sition to the plan developed so violent 
as to cause its cancellation. It came 
principally from the agents, who 
broadcast a long list of objections, 
some of them legitimate. 

It was claimed that the plan would 
make it difficult and expensive for 
agent or broker to secure’all the facts 
necessary to apply a demerit rate. It 
would cause delay. (Compared with 
the simple certification by the insured 
in the company merit plan this is true 
enough, and suggests the necessity of 
its impartial outside administration. ) 
It would penalize persons who are 
sometimes simply unfortunate. (This 
argument has an element of truth, but 
under any scheme the guilty escape 
more often than innocents are pun- 
ished, and all demerit plans, company 
and other, leave unpenalized the per- 
petrator of minor offenses.) Sales 
costs would be higher, presumably be- 
cause agents would need to spend 
more time in writing risks. (Perhaps. 
If safety is the goal, extra costs could 
be expected to pay for themselves.) It 
is preferable to give credits for good 
experience rather than charges for 
bad. (This is debatable, but is cer- 





tainly not true when the majority are 
eligible for credits.) It violates the 
principle of insurance. (This point 
is well-taken, but it applies with much 
greater force to the merit scheme be- 
loved by agents ; and in any event, all 
merit or demerit schemes applied to 
single automobiles represent a com- 
promise between the forces and mo- 
tives of competition, safety and ac- 
tuarial science.) The last argument 
is a sound one, but double-edged : the 
company demerit plan cannot be ex- 
pected to be efficient, because the 
basic records are kept, not by a state 
officer who has no particular interest 
in suppressing or coloring them, but 
by the companies. (No more damag- 
ing admission by companies or agents 
can be imagined. It suggests in one 
indiscreet breath the possibility of a 
workable state-operated demerit plan 
and impugns at least the efficiency of 
company plans. Incidentally, it well- 
nigh cuts off the chance for resump- 
tion of company merit rating.) The 
real objection of the agents: loss of 
the first-class selling argument pro- 
vided by merit rating, does not ap- 
pear in the list. It is one that appeals 
to the agents as distinguished from 
the companies ; but the agents, while 
they were strong enough to kill de- 
merit rating, have not succeeded in 
restoring its predecessor. It is prob- 
able that they will not be able to do 
so in the future. 


DEMERIT RATING PLANS 
QO 


N parallel columns we present the 

most important features of the 
still-born stock company demerit 
plan; of the Connecticut plan (in 
operation since July 1, 1929, and the 
model of the company plan) ; and of 
the New York plan, in operation since 
March 1, 1932. The central char- 
acteristic of the last two is their in- 
tegral connection with the automobile 
guaranteed responsibility laws in 
these states. The laws themselves— 
while this is not unmixed with other 
motives — represent another distinct 
approach to automobile safety, and 
will be discussed in a later section; 
at the moment they may be defined as 
laws requiring persons guilty of vari- 
ous motoring offenses and damages 
to prove their financial responsibility 
or ability to pay for them. Those not 
able to qualify—the usual and prefer- 
able method of qualification is to pre- 
sent evidence of an automobile lia- 
bility policy—are denied the right to 
own or operate an automobile in the 
state during continuance of disquali- 
fication. Demerit rating is used to 


impose penalties on two classes of 
(Continued on Page 25) 
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Every Other Person in Any Crowd Is a Life Insurance Policyholder If the Statisticians Are Correct 


Life Insurance Comes of Age 


A Review of the Developments from 1906 to the Present, with an Analysis 
of the Problems which the Life Companies Face Today 


HE Armstrong investigation 

shook life insurance to its very 

heels and for a time stopped its 
forward progress. The ultimate re- 
sults of the investigation, however, 
were distinctly favorable and the 
present position of the great compa- 
nies can be largely attributed to the 
legislation and practices which were 
developed because of the Committee’s 
report. The first effect was a fall- 
ing off in the amount of insurance in 
force and in the number of the pol- 
icyholders, but within a few years 
confidence had been restored and the 
previous steady growth recommenced. 
By 1910 insurance was proceeding 
triumphantly on its way and the 
amount of coverage in force was over 
thirteen billion dollars for ordinary 
as compared with slightly over eleven 
billion in 1905. Industrial insurance 
had been checked even less and went 
upward from two billion three hun- 
dred million in force in 1905 to three 
billion almost two hundred million in 
1910. 

In searching for the causes of this 
almost instantaneous rebound we 
note, first of all, that during this five 
year period between 1905 and 1910 


By MARTIN CULLERTON 


Part IV 
Conclusion 


a large number of new companies 
were established in the western and 
southern states. The number of 
companies in existence grew from 
109 in 1905 to 209 in 1910. A com- 
parison of the distribution of the 
companies operating in the United 
States in 1900 with similar figures for 
1925 clearly shows the manner in 
which life insurance companies were 
promoted in the interior of the coun- 
try. At the close of 1900 thirty- 
seven companies, 48% of the then 
total, were located in the New Eng- 
land and Middle Atlantic _ states. 
Yet at the close of 1925 the fifty- 
seven companies located in these east- 
ern states represented only 16% of 
the total number of companies. _ IIli- 
nois, which had only four companies 
in 1900, had thirty-three by 1925. 
Missouri had twenty companies in 
1925 against one in 1900. Texas ad- 
vanced to eighteen companies in 1925 
as contrasted with one in 1900. In 
New York, however, where the legis- 
lation passed as the result of the 


Armstrong report was very stringent, 
there was an increase of only four 
companies, from thirteen to seven- 
teen, during this twenty-five year 
period. At the beginning of the cen- 
tury only twenty-four states had 
home offices of life insurance com- 
panies, while in 1925 all but two 
states were so blessed. These new 
companies were eager for business 
and placed sales organizations in the 
field as soon as possible. They played 
on local pride and in many cases en- 
joyed more local confidence than the 
big eastern companies which were 
suspected of Wall Street manipula- 
tion. As a result, much new busi- 
ness was written. 
DO 

HE decline in life insurance sales 

which immediately followed the 
New York investigation was due in 
part to the business depression of 
1907 which was short but severe. 
With the return of better business 
conditions there was, of course, more 
money available for investment in life 
insurance and the countless agents of 
the new companies, added to those 
already in the fieid, provided plenty 
of laborers to gather the harvest. It 
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was assumed that the new legislation 
adopted by New York and a number 
of the other states would prevent a 
recurrence of the abuses which had 
caused the scandals of 1905 to be the 
biggest newspaper attraction of the 
year. With confidence and pocket 
books both renewed the buying public 
was in no mood to resist the solicita- 
tions of the life insurance agents. 

The coming of the War interposed 
no bar to the steady growth in insur- 
ance in force, premium income, and 
assets. On the other hand, the en- 
trance of the United States into the 
conflict and the establishment of war 
risk insurance by the Federal govern- 
ment provided a remarkable stimulus 
to life insurance. The government 
officials did their best to educate every 
soldier and sailor on the value of life 
insurance protection for his family 
and the lessons then learned were 
carried out of the service, with fur- 
ther weakening of sales resistance 
and a faster growth in the life insur- 
ance business. 

Another reason for the increasing 
confidence of the public in the life 
insurance companies may be found 
in the mutualization of several of the 
largest stock companies within the 
period under discussion. The two 
companies which now rank as the 
largest in the world, the Metropolitan 
and the Prudential, both took advan- 
tage of existing laws to mutualize 
their business in 1915. As the result 
of this action, which placed control 
of the companies in the hands of the 
policyholders and gave them full legal 
right to profits made by the compa- 
nies, the good will of these organiza- 
tions was enormously increased. Their 
example was followed by a number 
of other companies and since that 
time the great majority of all life in- 
surance in the country has been in 
the hands of mutuals. The heavy 
dividends paid by such companies not 
only greatly reduced the net cost of 
insurance but built up a feeling of 
confidence which was undoubtedly 
one of the greatest elements in the 
production of new business. 

Any survey of the history of life 
insurance, particularly any one con- 
nected with the development of such 
protection in the United States, must 
regard 1920 as marking a milestone 
of importance. Then, as after the 
founding of the Old’ Equitable, life 
insurance entered upon a new era of 
expansion, which may have closed 
in 1930. The greatest stimulus to life 
insurance sales in history was pro- 
vided by the influenza epidemic of 
1918, which furnished a thorough test 
to the stability of the life insurance 
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structure. It is estimated that the 
surplus of the life insurance compa- 
nies was reduced $100,000,000 by the 
death claims paid during the epidemic. 
Its effect can best be shown by quota- 
tions from the paper by James D. 
Craig and Louis I. Dublin on “The 
Influenza Epidemic of 1918” in the 
transactions of the Actuarial Society 
of America of 1919: 

“In America the deaths from influenza 
have been variously estimated from 450,- 
000 to 600,000. The actuary of the War 
Risk Insurance Bureau reports that the 
epidemic will cost that bureau $150,000,- 
000. In the field of old line life insurance 
sixty-three companies showed an increase 
in claims paid in 1918 of $90,000,000. The 
losses among the fraternal societies were 
relatively as heavy as among the life insur- 
ance companies and particularly among in- 
dustrial insurance companies. A fund of 
$10,000,000 held in October, 1918 by the 
Modern Woodmen of America was re- 
duced to $640,000. Enough has been given 
to show the wide extent and the enormity 
of the losses resulting from this catastro- 
phe, both to life insurance and the popula- 
tion at large.” 

The first effect of this seeming dis- 
aster was to reduce dividend scales 
of practically all mutual companies, 
with some dropping dividends alto- 
gether. This was to the momentary 
advantage of the stock companies op- 
erating on the nonparticipating plan 
and undoubtedly gave them material 
for competitive purposes, although 
the dividends were soon restored and, 
in most cases, increased. 

It is obvious that insurance can 
best be sold when the prospect of an 
early and untimely death is before the 
prospect. The influenza epidemic was 
an unanswerable argument for life 
insurance. The total amount in force 
jumped from over $18,000,000,000 in 
1918 to more than $24,000,000,000 in 
1919. 

OSD 

HE phenomenal development of 

life insurance in ‘the decade 
which our children will refer to as 
the ‘fabulous twenties,” is attributed 
to three factors. First, the influenza 
epidemic which brought home to this 
generation with striking force the un- 
certainty of life; (2) the World War 
and the efforts of the government to 
educate every soldier and sailor on 
the benefits of war risk insurance, 
which probably did more than any 
other one thing to make the public 
insurance-conscious, and (3) the 
prosperity of the country during this 
period which made it possible for the 
public at large to purchase all of the 
life insurance it needed. 

The development of life insurance 
during this golden decade of Amer- 
ican economic history (1920-1930) 
was sensational at a time when spec- 
tacular success was commonplace. By 





1920, the bulwarks of life insurance 
protection had risen to $35,750,000,- 
000 as a protection against the two 
destroyers, war and influenza. By the 
close of 1926 the total had more than 
doubled, with $79,644,487,000 on the 
books of the life companies and in 
1929 (the legendary year) the execu- 
tives who had guided the campaign 
and the men who had carried it out 
gathered in New York to celebrate 
the acquisition of the “first hundred 
billion in insurance in force.” 


It was pointed out that the Amer- 
ican companies had been operating 
seventy-nine years before they built 
up $50,000,000,000 in insurance 
(reached in 1922) and that the same 
amount of additional protection had 
been written in six and a half years. 
The drive for the second hundred 
billion was officially launched and it 
was predicted that the goal would be 
reached by 1940, Unfortunately, in 
this as in other fields, the declared 
new era failed to live up to expecta- 


tions. 
DOD 


T should be remembered that this 

vast amount was on the books of 
the legal reserve companies, and that 
billions more were being carried by 
the fraternal societies and assessment 
associations. Many of these groups 
had changed their method of opera- 
tion to the legal reserve plan and, due 
to low expense and acquisition cost, 
were in a position to furnish protec- 
tion for a minimum of expenditure. 
Although only a minor part of the 
life picture, the 65 fraternal orders 
and assessment groups have over four 
billion in insurance. 


The life companies faced and 
fought the first skirmish of what is 
proving to be a. long hard battle 
against unfavorable economic condi- 
tions with distinct success. Although 
there was a percentage decline from 
the sales of new insurance recorded 
in 1929, the total of insurance in 
force had been pushed forward to 
$106,095,415,000 by the close of 1930. 
The momentum was slackening, but 
even a further decline of new sales in 
1931 did not prevent a peak of $108,- 
545,251,000 from being established 
at the close of that year. It was esti- 
mated that the total for both legal 
reserve and fraternals at the end of 
the year was over one hundred and 
seventeen billion dollars, a figure 
which staggers all but the most active 
imagination. 

Even the paladins of life insurance 
salesmanship found the economic op- 
position too strong and the losses 
from lapsation and surrender too 
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DISTRIBUTION OF LIFE INSURANCE INVESTMENTS ~—BY CLASSES-1929-1932 
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high in 1932, with the result that there 
was a recession to approximately the 
1929 level, with $103,700,000,000 in 
force. The marvelous showing of 
the life companies, both objectively 
and by comparison with the majority 
of other enterprises, has built up in 
the public mind a favorable impres- 
sion that will be worth millions when 
that “corner” is finally rounded and 
people again have surplus funds for 
investment. Despite a few failures 
among comparatively small compa- 
nies, life insurance has established it- 
self as almost depression proof. 


we 


HAT is one side of the picture, 

and it is one that no life insur- 
ance man surveys without a glow ot 
justifiable pride. Now let us turn to 
some of the consequences of the tre- 
mendous increase in the life insurance 
purchased and maintained by the 
American public. First of all, it is 
obvious that it has made these com- 
panies, who represent about half the 
population of the United States (over 
65 million policyholders) tremendous 
financial powers. The life insurance 
companies are the greatest source of 
long term capital in the country and 
their billions are eagerly sought by 
every agency which believes it can 
make a profit on borrowed money. 
In 1905 the Armstrong Committee 
was amazed at the financial power 
of companies whose combined assets 
were $2,700,000,000. Today the legal 
reserve life companies have over 
$19,000,000,000 in assets, or seven 
times as much. In 1905 they held 
slightly over 2% of the total wealth 
of the country, in 1932 it has mounted 
to over 6%. In 1930 it was estimated 
that the life insurance companies held 
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about 22% of the railway bonded 
debt ; 35% of the public utility bonds 
and about 22% of the farm’ mort- 
gages. In view of these facts the pos- 
sibility that they will soon hold a 
mortgage on the country ceases to be 
a laughable absurdity. 


The analysis of the investments of 
the legal reserve life insurance com- 
panies, delivered by John R. Hardin 
of the Mutual Benefit Life before the 
Association of Life Insurance Presi- 
dents only a few weeks ago, gives 
much impressive information. Mort- 
gage loans make up the largest single 
fraction, with approximately seven 
billion dollars in that field. This is 
slightly more in dollars than the 
amount of such investments held in 
1929, although the percentage has de- 
clined from 42.0% then to 36.3 to- 
day. Railroad bonds in the amount 
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of $2,869,000,000 are in the vaults of 
the companies, an increase of $122,- 
954,000 from 1929, although the per- 
centage of the total has declined from 
17.3 to 15.1. In connection with 
these percentage decreases while 
amounts in dollars remained constant 
it is necessary to point out that the 
assets held had grown from sixteen 
billion in 1929 to nineteen billion in 
1932, despite the general business con- 
ditions and the decline in national 
wealth. Over $1,824,000,000 in pub- 
lic utility bonds are owned by the 
life companies, which is an increase of 
almost three hundred and fifty mil- 
lion since 1929. 

The rise in policy loans is deserv- 
ing of special mention, since it is one 
particular in which the life companies 
show the effect of the depression. 
They have risen to $2,496,000,000 in 
1932 and now comprise 18.4% of the 
total assets. As Mr. Hardin points 
out, it was unnecessary for the com- 
panies as a whole to sacrifice any long 
term investments to meet this demand, 
the money being available from cur- 
rent income available for investment. 
There has only been one life insur- 
ance company failure involving a 
company of any consequence which 
was due to demands for policy loans 
and a run by policyholders who 
wished to obtain their surrender 
value. This was the Illinois Life of 
Chicago, placed in receivership dur- 
ing December of this year. 

The investments of the companies 
have been based on the assumption 
that a life insurance organization sel- 
dom has sudden demands for large 
amounts of currency, which makes 
the use of long term investments prac- 
tical as well as profitable. Most com- 

. (Continued on Page 20) 
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An American Christmas 


The following editorial under the above caption appeared 
in the Saturday Evening Post, December 3, 1932, and ts re- 
produced by special permission of the Curtis Publishing Com- 
pany. The ideas stressed by Mr. Lorimer have a wide appli- 
cation to many fields of business and are worthy of serious 
thought by all interested in practical problems of economics. 


E ARE told that a special providence looks 

after drunken men, children and fools, but this 

kindly providence expects children to grow up 
and to put away childish things. When a nation is so 
simple that it permits alien propagandists to lead it by the 
nose; when it is so childish that it hangs its head when 
grown-up nations reprovingly cry “Naughty” ; and when 
it is so slack that it allows them to take over a large part 
of its business while it dozes—even the most tolerant of 
guardian angels must feel plumb discouraged. 

In the face of a concerted drive against our home 
markets by those nations that are now off the gold stand- 
ard, we have done little to protect ourselves. On the con- 
trary, the sheeplike ones, all unconscious that we are 
already half shorn, are bleating and baaing from the pens 
for the shearers to make a complete job of us; and unless 
we move quickly to follow the example of Germany and 
France, who have already protected their markets against 
goods made by labor that is paid in depreciated cur- 
rencies, our crumbling tariff walls will soon be as flat as 
those of Jericho. 

QOS 

I’, whenever you make a purchase, you will ask where 

the article that you are buying was manufactured, you 
will find that America is being flooded with importations, 
many of them trash, almost all of them inferior in quality 
to made-in-America goods. The dumping that is going 
on and steadily increasing in volume includes hundreds 
of articles, from rubber overshoes to steel. Already fac- 
tories here and there are being put out of business and 
their employes thrown on the street by this influx of alien 
goods made in low-standard-of-living countries where 
labor is being paid in paper that is worth from a quarter 
to a half of our gold-standard currency. Yet in the face 
of this alien competition from which many great indus- 
tries are suffering, the half-baked propaganda of pub- 
licists and internationalists who have never made a fac- 
tory wheel turn over and who haven't the slightest idea 
of what turns one, goes destructively on. 


The whole question has finally been brought to the at- 
tention of the Tariff Commission, and it is taking testi- 
mony as this is written. The layman, too, can take testi- 
mony by walking into the nearest store and examining 
its stock. 

Every country has an inherent and prior right to its 
home market. It should be prepared to hold and defend 
it for its nationals as a matter of right, exactly as it is 
prepared to defend its soil against the invasion of aliens. 
The greatest good to the greatest number of its nationals 
should be the guiding principle of its policy. In our case, 
that greatest good has heretofore been ninety per cent of 
made-in-America goods for home consumption against - 
ten per cent for export. It is nonsense to point with pride 
to the fact that we have cut immigration to the bone in 
order to keep American jobs for American workingmen, 
so long as we take those jobs away from them by permit- 
ting the goods of low-standard, depreciated-currency-paid 
workmen to be dumped in America. 

European and Asiatic countries have whipsawed 
America. Not content with flooding our markets with 
their goods, they are steadily barring American imports 
from their markets. A well-known American, tempor- 
arily resident in London, sums up the situation in a letter 
just received by us: i 


“At first we looked upon the Buy British slogan which 
stares you in the face wherever you look as being pathetic, 
petty and futile, but the end certainly justifies the means, 
as the idea is now so thoroughly ingrained in both buyer 
and seller that the movement has been exceptionally 
successful. 

“One meets the strongest resistance in trying to buy 
American or other foreign goods in the shops, and the 
British article is more than likely not so good.” 

There is little “resistance” over here to British and 
other foreign goods. The snobbery of the foreign label 
makes a wide appeal to us. Some of our shops capitalize 
that snobbish instinct in special departments for foreign 
goods, in pushing imports to the almost total exclusion 
of American products. Much advertising makes a direct 
appeal to our snobbishness—French models, English 
clothes, a sale of coats in which English cloth and foreign 
fur are played up. Britain, France, Germany, Russia, 
Czecho-Slovakia and Belgium are landing shiploads of 
goods—everything from electric-light bulbs to cement— 
on the Atlantic seaboard, and Japan is landing other ship- 
loads on the Pacific. And America is not repelling these 
cutthroat boarders. Surely that special providence must 
be sorely tried by our unwillingness to stand by our own, 
to fight for our own, especially since every good gift of 
providence has been bestowed on this most favored nation. 

It is time that we grew up. It is time that we learned 
to fence diplomatically, to spar internationally and to 
fight commercially. Then, and only then, shall we no 
longer be the diplomatic joke, the international sucker 
and the commercial easy mark. 

OO 


HE Hawley-Smoot tariff is not a big stick. It is 
hardly a crutch under present conditions. The Euro- 
pean-Asiatic sell-but-don’t-buy movement has grown out 
of the necessity, either real or fancied, of both the older 
and newer nations of the world to keep their money at 
home and to send their goods abroad. 
If peace hath its victories no less than war, it has its 
defeats, also. The present condition of world trade and 
the confusion of world affairs is one of them. But as it 


is the first duty of a nation in time of war to defend its 
(Continued on Page 18) 
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Life-Lights Against a Business Background 


BUY a certain magazine regu- 

larly for one feature it contains. 

In its back pages is a puzzle de- 
partment consisting mainly of cryp- 
tograms, but including usually a 
form of braintwister that I find pe- 
culiarly intriguing. It is a long di- 
vision problem in which letters are 
substituted for figures. The designer 
of the problem builds it on a ten let- 
tered word, in which there are no 
duplicate letters. He numbers the 
letters from 1 to O in the order in 
which they occur in the word, and 
using the numerical values thus as- 
signed, constructs a problem in long 
division from the alphabetical sym- 
bols, working it out to the complete 
quotient and remainder. 

The task of the puzzle solver is to 
reconvert the letters into numbers 
rearrange them in the 1-0 sequence, 
and so discover the key word. The 
fascination in this sort of mental ex- 
ercise is found largely in the variety 
of possible clues, and the necessity 
for keeping certain elementary arith- 
metical principles in mind when fol- 
lowing up their implications. 

I have become rather expert in this 
amusement. Quite frequently I work 
out a problem in the fifteen minutes 
I spend on the train that carries me 
to my suburban home. I was engaged 
on one the other night when an ac- 
quaintance flopped down in the va- 
cant half of my seat, and asked me 
what I thought I was doing, or trying 
to do. I explained to him patiently, 
wishing the while he had seated him- 
self elsewhere and left me to my 
pleasure undisturbed. 


Sy 


E became interested, made note 

of the name of the magazine, 
and said he would try it himself 
some day. Then he went off on a 
philosophical tangent, and his dis- 
course put an end to the possibility 
of further puzzle play. 

“Human interest in problems is a 
queer thing,” he said. “I have often 
thought a mighty interesting book 
could be written on the subject of 
man as a problem solver.” 

“Why don’t you write it?” I asked, 
still feeling peeved because of the in- 
terruption. 

“T may,” he said, catching none of 
the undertone of sarcasm in my voice. 
“There is abundant material.” 

“Yes, and when you finish it, you 
might begin on a sequel to be entitled 
‘Man the Problem Maker’,” I sug- 
gested. 


Man, the Problem Solver 


By S. J. DUNCAN-CLARK 


“That, too, is a thought,” he replied. 
“On the whole, however, I think | 
will wait a year at least, before begin- 
ning the job. I have an idea that this 
year, 1933, is going to be known in 
history as the problem solving year. 
It is likely to furnish fresh material 
of absorbing interest. 

“You see, last year was a problem 
breeder and a problem sharpener. All 
through 1932 we talked about prob- 
lems, we defined and _ formulated 
them. We became thoroughly prob- 
lem conscious. It was inescapable be- 
cause so many problems that had 
been more or less academic and theo- 
retical, became suddenly acutely prac- 
tical and realistic. They hit us hard 
where we live, and, if I read history 
aright, when that happens to man he 
begins to set his brains to work on 
solutions. As long as problems merely 
float in the atmosphere, like electricity 
on a summer’s day, he gives them lit- 
tle thought; but when the lightning 
tips out of the sky he looks for shel- 
ter and becomes concerned about 
casualty insurance. 


CVO 
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660 I think we are going to solve 
some problems, or at least make 
a big effort in that direction during 
1933. We are going to solve them be- 
cause we must. There is the debt 
problem, international and domestic. 
The world is soggy with debt, and its 
red thread runs through most of the 
other problems, stringing them to- 
gether and hanging them around our 
necks—a decoration with which we 
would gladly dispense. There is the 
agricultural problem; the unemploy- 
ment problem; the problem of re- 
ducing governmental expenditures in 
order to reduce taxation, and the 
problem of simplifying and consoli- 
dating federal, state and municipal 
agencies of government in order to 
reduce expenditures. There is the 
problem of stabilizing prices, and the 
problems raised by the technocrats 
who say the price system cannot en- 
dure if technological progress con- 
tinues. There is the problem of rec- 
onciling new forms of transporta- 
tion—autotruck and airplane for ex- 
ample—with the necessity for rail- 
roads and their solvency—” 

“That’s enough,” T said. ‘You 
have my inferior mind whirling. You 
are a glutton for problems.” 

“Pooh, that’s only a_ beginning,” 
he answered. “Tonight I will make a 





list of them and mail it to you.” 

“Are the answers in the back of the 
book?” I asked. 

“No, unless by the back of the book 
you mean human experience and re- 
sourcefulness and energy. I have no 
doubt there are answers, and satis- 
factory answers, and that we shall 
find them. But they will not be found 
by merely drifting in a sort of bewil- 
dered hope that somehow things will 
right themselves, nor by getting pan- 
icky and running around in circles. 
We have got to go about this job de- 
liberately, hunting the clues as you 
were doing with your little diversion 
in alphabetical long division, and 
keeping in mind certain fundamental 
principles that have been demon- 
strated in the history of the race. We 
have got to find intelligent leadership 
and cooperate with it to the best of 
our ability. And each of us, in his 
own field, must work to solve his 
particular bits of the bigger prob- 
lems. Man’s chief claim to preemi- 
nence is that he has been a problem 
solver, and he is not going to fail 
now.” 

soa 


oa JU are expecting much from 
1933,” I said, “and it is the un- 
expected that happens.” 

“That stupid proverb,” he retorted, 
“applies only to drifters. It is the 
lazy excuse of the thoughtless and 
unprepared.” 


Cross Marks the Spot 

A man touring Europe sent back a pic- 
ture-post-card bearing this message: 
“Dear Son: 

“On the other side you will see a pic- 
ture of the rock from which the Spartans 
used to throw their defective children. 
Wish you were here. 

Your Dad.” 
—Wall Strect Journal. 


Hoity-Toity! 
Hussy—‘You didn’t have a rag on your 
back when I married you.” 
Wire—‘Anyway, I’ve plenty of them 
now.”’—Pathfinder. 


How Mommer Feels About It 
“Mommer, what becomes of an auto- 
mobile when it gets too old to run any 
more ?”’ 
“Why, somebody sells it to your pa, 
dearic, for a used car good as new.” 
Florida Times-Union, 


Desperate Moment 
Moruer—“Johnny, if you eat more cake, 
you'll burst.” 
Jounny—‘‘Well, pass the cake and get 
outa the way.”— Boston Young Men's 
News. 





An American 


Christmas 
AN EDITORIAL 
(Continued from Page 16) 

soil against invasion, it is no less its 
duty in time of peace to protect its 
fields and factories from commercial 
invaders who would destroy them as 
surely as an armed and _ ruthless 
enemy. 

Until common sense and some spirit 
of give as well as take come back to 
the world we must protect our own. 
Self-help, self-containment and intel- 
ligent selfishness are necessary for 
our self-preservation at this time. We 
may hope for happier and more neigh- 
borly days, but we are as powerless as 
the Millerites to bring about the mil- 
lennium by arraying ourselves in 
white robes and proclaiming it. That 
kind of performance, to which we 
have been addicted in the past, makes 
the judicious grieve and the cynical 
laugh. 

Right now we are beginning to 
think of Christmas and to buy our 
Christmas presents. With each one 
we can, if we will, make two gifts— 
one to our relatives and friends; the 
other to our unemployed, by buying 
American, and so helping to put them 
back to work. And we can follow that 
up at New Year’s with high resolu- 
tion to think American, to buy Amer- 
ican and to be American. 

Alien Insurance 

© many requests for information 
about alien insurance companies 
have come in to the Journal office that 
the accompanying list is printed for 
the general information of the public. 

It may properly be remarked here 
that stock agents who have been de- 
manding commission on local business 
placed elsewhere must find themselves 
in an embarrassing position in case 
they are representing carriers from 
across the seas. 

N connection with the above edi- 

torial it should be noted that 
knives and writing paper, coal and 
machinery of various kinds and the 
long list of other items imported in 
large volumes from foreign countries 
do not constitute the entire scope of 
competition with American business 
from across the seas. Each of the 
following named insurance companies 
controlled by alien stockholders re- 
ceives a substantial slice of the insur- 
ance business of the United States 
each year. Any one who carries his 
patriotism into the realm of watching 
where he places his purchases would 
do well to keep this information in 
mind. 
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Alien Stock Insurance 
Companies Active in 
United States 


Alliance Assurance Co., Ltd., 90 John St., 
N. Y. C., London, England. 

Atlas Assurance Co., Ltd., 55 Fifth Ave., 
N. Y. C., London, England. 

Baltica Ins. Co., Ltd., 18 Washington 
Place, Newark, N. J., Copenhagen, Den- 
mack, 

Britttsh & Foreign Marine Ins., Cotton Ex- 
change Bldg., N. Y. C., Liverpool, Eng- 
land. 

British Gen. Insurance Co., Ltd., London, 
England. 

Caledonian Ins. Co., 555 Asylum St., Hart- 
ford, Conn., Edinburgh, Scotland. 








During 1931 


ALIEN 
INSURANCE 
COMPANIES 


Wrote Policies in the 
United States 


TOTALING 


$347,553,029 

IN PREMIUMS 

Which Is More Than 
$76,000,000 


In excess of the amount due this 
country in 1932 for war debts 




















Canton Ins. Office, Ltd., 302 California St., 
San Francisco, Hong Kong, China. 

Car & General Ins. Corp., Ltd., 
don, England. 

Century Ins. Co., Ltd., 130 Wm. St., N. 
Y. C., Edinburgh, Scotland and London, 
England. 

China Fire Ins. Co-, 

China. 

Christiana Gen. Ins. Co., 75 Maiden Lane, 
N. Y. C., Oslo, Norway, Sweden. 

Commercial Unton Assurance Co., 1 Park 
Avenue, N. Y. C., London, England. 

Cornhill Insurance Co., Ltd., London, 
England. 

Eagle Star & British Dominions, 90 John 
St., N. Y. C., London, England. 

Employers’ Liability Assur. Corp., Insur- 
ance Exchange, Montreal, Can., London, 
England. 

110 Milk St., Boston, Mass. 

Essex & Suffolk Equitable Ins. Society, 
Ltd., Colchester, Essex, England. 

European Gen. Reins. Co., Ltd., 110 Wil- 
liam St., N. Y. C., London, England. 


Lon- 


Ltd., Hong Kong, 





Excess Insurance Co., Ltd., 50-51 Lime St., 
London, England. 

Fonctere Ins. Co., Ltd., Against Risks of 
Transports and Acc. of Every Descrip- 
tion, 56 Beaver St., N. Y. C., Paris, 
France. 

Fuso Marine & Fire Ins. Co., Ltd., 3 So. 
William St., N. Y. C., Tokio, Japan. 
General Fire Assurance Co., One Cedar St., 

N. Y. C., Paris, France. 

Gen. Acc. Fire & Life Assur. Corp., 357 
Bay St., Toronto, Ont., Perth, Scotland. 

Gresham Fire & Acc. Ins. Society, Ltd., 
London, England. 

Indemnity Mutual Marine Assurance Co., 
Ltd., Appleton & Cox, Inc., New York, 
London, England. 

Jupiter Gen. Insurance Co., 110 Wm. St., 
N. Y. C., Bombay, India. 

Kyodo Fire Ins. Co., 110 Wm. St., N. Y. 
C., Osaka, Japan. 

Law Union & Rock Ins. Co., Ltd., 85 
John St., N. Y. C., London, England. 
Liverpool & London & Globe Ins. Co., 

Ltd., Liverpool, England. 

London & Lancashire Ins. Co., Ltd., Lon- 
don, England. 

London & Provincial Marine & Gen. Ins. 
Co., Ltd., London, England. 

London & Scottish Assurance Corp., Ltd., 
London, England. 

London Assurance Corporation, 150 Wm. 
St., N. Y. C., London, England. 

London Guar. & Acc. Co., Ltd., London. 

Marine Insurance Co., Ltd., 90 John St., 
N. Y. C., London, England. 

Maritime Ins. Co., Ltd., 84 William St., 
N. Y. C., Liverpool, England. 

Meiji Fire Ins. Co., 80 John St., N. Y. C.., 
Tokio, Japan. 

Merchants Marine Ins. Co., Ltd., London, 
England. 

Motor Union Ins. Co., Ltd., 10 St. Jame’s 
St., London, England. 

Netherlands Ins. Co., 555 Asylum St., 
Hartford, Conn., The Hague, Holland. 

New India Assurance Co., 80 John St., N. 
Y. C., Bombay, India. 

New Zealand Insurance Co., Ltd., 334 
California St., San Francisco, Cal., Auck- 
land, N. Z. 

North British & Mercantile Ins. Co., 150 
William St., N. Y. C., London, Eng- 
land and Edinburgh, Scotland. 

North China Ins. Co., Ltd., 33 So. Wm. 
St., N. Y., Shanghat, China. 

Northern Assurance Co., Ltd., 80 John St., 
N. Y. C., London, England. 

Norwich Union Fire Ins. Society, 75 Maiden 
Lane, N. Y. C., Norwich, England. 
Ocean Acc. & Guarantee Corp., Ltd., Fed- 
eral Bldg., Toronto, Can., London, Eng- 

land. 

Ocean Marine Ins. Co., Ltd., Cotton Ex- 
change Bldg., N. Y. C., London, Eng- 
land. 

Palatine Ins. Co., Ltd., 1 Park Avenue, N. 
Y., London, England. 

Pearl Assurance Co., Ltd., 20 Trinity St., 
Hartford, Conn., London, England. 
Phenix Fire Ins. Co., 276 St. James St., 

Montreal, Que., Paris, France. 

Phoentx Assurance Co., Ltd., London, 150 
Wm. St., N. Y. C., London, England. 
Provident Acc. & White Cross Ins. Co., 
Ltd., 80 John St., N. Y. C., London, 

England. 

Prudential Assurance Co., Ltd., Dominion 
Square Bldg., Montreal, London, Eng- 
land. 

Prudentia Re & Co-Insurance Co., Ltd., 250 
Park Ave., N. Y., Zurich, Switzerland 

Reliance Marine In. So., Ltd., Cotton Ex- 
change Bldg., N. Y. C., Liverpool, Eng- 
land. 

Royal Exchange Assurance Co., 95 Maiden 
Lane, N. Y. C., London, England. 











Royal Insurance Co., Ltd., 150 William St., 
N. Y. C., Liverpool, England. 

Roual Scottish Ins. Co., Ltd., Northern 
Bldg., St. John St., Montreal, Quebec, 
Glasgow, Scotland. 

Sea Insurance Co., Ltd., 90 John St., N. 
Y. C., Liverpool, England. 

Scottish Union & Nat’l. Ins. Co., 75 Elm 
St., Hartford, Conn., Edinburgh, Scot- 
land. 

Skandia Ins. Co., 75 Maiden Lane, N. Y. 
C., Stockholm, Sweden. 

Skandinavia Ins. Co., Ltd., 80 John St., 
N. Y. C., Copenhagen, Denmack. 

State Assurance Co., Ltd., 95 Maiden Lane, 
N. Y. C., Liverpool, England. 

South British Ins. Co., Ltd., 334 Cali- 
fornia St., San Francisco, Calif., Auck- 
land, New Zealand. 

Southern Ins. Co., Ltd., 325 Howe St., 
Vancouver, B. C., London, England. 
Standard Marine Ins. Co., Ltd., 71 William 

St., N. Y. C., Liverpool, England. 

Sun Insurance Office, Ltd., 55 Fifth Ave., 
N. Y. C., London, England. 

Svea Fire & Life Ins. Co., Ltd., 75 Maiden 
Lane, N. Y. C., Gothenberg, Sweden. 
Swiss Re-Insurance Co., 150 William St., 

N. Y. C., Zurich, Switzerland. 

Switzerland General Ins. Co., 56 Beaver 
St., N. Y. C., Zurich, Switzerland. 

Thames & Mersey Marine Ins. Co., Ltd., 
33 South William St., N. Y., Liverpool, 
England. 

Tokto Marine & Fire Ins. Co., Ltd., 80 
John St., N. Y. C., Tokio, Japan. 


Union & Phenix Espanol Ins. Co., 110 
Wm. St., N. Y. C., Madrid, Spain. 
Union Assurance Society, Ltd., 1 Park 


Ave., N. Y., London, England. 

Union Insurance Society of Canton, Ltd., 
164 West Jackson Blud., Chicago, IIl., 
Hong Kong, China. 

Union Marine & Gen. Ins. Co., Ltd., 150 
William St., N. Y., Liverpool, England. 

Union Fire Accident & Gen. Ins. Co., 31- 
37 Canal Street, Providence, R. I., Paris, 
France. ; 

United British Insurance Co., Ltd., 90 
John St., N. Y. C., London, England. 
Urbaine Fire Ins. Co., 110 William St., 

N. Y. C., Paris, France. 

Yanq-Tsze Ins. Assn., Ltd., 56 Beaver St., 
New York, Shanghai, China. 

Yorkshire Ins. Co., Ltd., 90 John St., N. 
Y.C., York, England. 

Zurich General Accident and Lia. Ins. Co., 
Ltd., Zurich, Switzerland. 


American Companies Controlled 
by Alien Companies 


American Employers Ins. Co. of Boston. 
Controlled by Employers Liability Assur- 
ance Corp., Ltd. of London, England. 

Columbia Casualty Co., New York. Con- 
trolled by Ocean Accident & Guar. Corp., 
Ltd. of London. 

Eagle Indemnity Co., New York. Con- 
trolled by Royal Ins. Co., Ltd. of Liver- 
pool. 

Globe Indemnity Co., Newark, N. J. Con- 
trolled by The Liverpool, London & 
Globe Ins. Co., Ltd. of London. 

London & Lancashire Ins. Co. of America, 
N. Y. Controlled by London & Lan- 
cashire Ins. Co., Ltd. of London. 

Norwich Unton Indemnity Co., N. Y. 
Controlled by Norwich Union Fire Ins. 
Co., Ltd. of Norwich. 

Phoenix Indemnity Company, New York. 
Controlled by Phoenix Assur. Co., Ltd. 
of London. 

Royal Indemnity Company, New York. 
Controlled by Royal Ins. Co., Ltd. of 
Liverpool. 
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Standard Surety & Casualty Company of 
N. Y., N. Y. Controlled by Tokio 
Marine and Fire Ins. Co., Ltd. of Tokio. 

Sun Indemnity Co. of New York, N. Y. 
Controlled by Sun Insurance Office, Ltd. 
of London. 

Yorkshire Indemnity Co., New York. Con- 
trolled by Yorkshire Ins. Co., Ltd., York, 
England. 

Albany Ins. Co., N. Y. City. Controlled 
by Atlas Assurance Co., Ltd., London, 
England. 

American & Foreign Ins. Co., N. Y. City. 
Controlled by British & Foreign Marine 
Ins. Co., Liverpool, England. 

American Central Ins. Co., 408 Pine Street, 
St. Louis, Mo. Controlled by Commer- 
cial Union. 

American Union Ins. Co. of N. Y., New 
York City. Controlled by Scottish Union 
& Nat’l Ins. Co., Edinburgh, Scotland. 

Caledonian-American Ins. Co., New York. 


Controlled by Caledonian Ins. Co., 
Edinburgh, Scotland, 
Californis Ins. Co., San Francisco, Cal. 


Controlled by Commercial Union Assur. 
Co., Ltd., London, England. 

Capital Fire Ins. Co. of California, Sacra- 
mento, Calif. Majority stock purchased 
by Royal Ins. Co., Ltd., Liverpool, Lon- 
don. 

Central Union Ins. Co., Jersey City, N. J. 
Controlled by Scottish Union and Nat'l 
Ins. Co., Edinburgh, Scotland. 

Columbia Ins. Co., Jersey City, N. J. Con- 
trolled by Phoenix Assur. Co., Ltd., 
London, England. 

Commercial Union Fire Ins. Co. of N. Y. 
Controlled by Commercial Union of 
London. 

Commonwealth Ins. Co. of N. Y., New 
York City. Controlled by North British 
& Mercantile Ins. Co., Ltd., London, 
England. 

Eagle Fire of N. Y., New York City. Con- 
trolled by Norwich Union Fire Ins. Soc., 
Ltd., Norwich, England. 

Employers Fire Ins. Co., Boston, Mass. 
Controlled by Employers Liability Assur- 
ance of London, England. 

Federal Union Ins. Co., Chicago, Ill. Con- 
trolled by Liverpool & London & Globe 
Ins. Co., Ltd., Liverpool, Enaland. 

Homeland Ins. Co. of America, New York 


City. Controlled by North British & 
Mercantile Ins. Co., Ltd., London, 
England. 


Hudson Ins. Co., New York City. Majority 
of stock held by Svea Fire & Life Ins. 
Co., Gothenburg, Sweden. 

Imperial Assurance Co., N. Y. City. Con- 
trolled by Phoenix Assur. Co., Ltd., Lon- 
don, England. 

Lion Fire Ins. Co. of N. Y. Controlled by 
Slavia of Prague, Czecho-Slovakia. 

Manhattan Fire & Marine Ins. Co., New 
York. Controlled by London Assurance 
of London, England. 

Mercantile Ins. Co. of America, New York 
City. Controlled by North British & 
Mercantile Ins. Co., Ltd., London, Eng- 
land. - 

Newark Fire Ins. Co., Newark, N. J. Con- 
trolled by Royal Ins. Co., Ltd., Liver- 
pool, England. 

Orient Ins. Co., Hartford, Conn. . Con- 
trolled by London & Lancashire Ins. Co., 
Ltd., London, England. 

Patriotic Ins. Co. of America, New York 
City. Owned by Sun Ins. Office, Ltd., 
London, England. 

The Pennsylvania Fire Ins. Co., Philadel- 
phia, Pa. Controlled by North British 
& Mercantile Ins. Co., Ltd., London and 
Edinburgh. 

Potomac Insurance Co. of D. of C., Wash- 
ington, D. C. Controlled by General 
Accident of Perth, Scotland. 
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Provident Fire Ins. Co., N. Y. City. Owned 
by the Royal Exchange Assurance of 
London, England. 

Prudential Ins. Co. of Great Britain. Lo- 
cated in N. Y., New York City. Con- 
trolled by the Prudential Assurance Co., 
Ltd. of London, England. 

Queen Ins. Co. of America, N. Y. City. 
Majority stock held by the Home Office of 
Royal Ins. Co., Ltd., Liverpool, Eng. 

Safeguard Ins. Co., New York City. Con- 
trolled by London & Lancashire Ins. Co., 
Ltd., London, England. 

Standard Ins. Co. of N. Y., N. Y. City. 
Majority Stock Owned by the Tokio Ma- 
rine & Fire Iss. Co. of Japan. 

Star Ins. Co. of America, N. Y. City, 
Organized and controlled by Liverpool 
& London & Globe Ins. Co., Ltd., Ltver- 
pool, England. 

Sun Underwriters Ins. Co., N. Y. City. 
Controlled by Sun Ins. Office, Ltd., Lon- 
don, England. 

United Firemens Ins. Co. of Philadelphia, 
Philadelphia, Pa. Controlled by Phoenix 
Assurance Co., Ltd. of London, England. 
OOD 

THE committee on avia- 

tion of the Actuarial 

Society of America has 

released a report which shows that 

there has been a decided improve- 
ment in the mortality experience due 

to flying. F 
The passenger death rate in 

schedule flying is set forth in the 

report as 2 per 100,000 passenger 
hours, or 5 per 100,000 flights. On 
the basis of the number of passengers 
carried in schedule flying and the 
number of deaths, the experience last 
year was 1 fatality for every 19,346 
passengers carried. In 1930 the rate 
was 1 fatality for every 17,396 pas- 
sengers, while in 1929 the death 
rate was 1 for every 9,633 pas- 
sengers, and in 1928 one died out of 
very 3,314 carried. Stated on the 
basis of the number of flights, the 
death rate of passengers was 30 per 

100,000 flights in 1928, 10 per 

100,000 flights in 1929, 6 in 1930, 

and 5 last year. 


Second-Hand 
Cars Popular 


It's Safer 
To Fly 


ACCORDING to 
the records of the 


National Associa- 
tion of Finance Companies the num- 
ber of used cars financed has 


exceeded the number of new cars 
financed every month since the stock 
market crash of October, 1929. Prior 
to 1929 new cars financed had always 
outnumbered the used cars financed. 


“a Mees, 


CORRECTION 


In our November, 1932 issue, on 
Page 18, second column, the word 
“Mutual” appeared by error in the 
name of the Phoenix Insurance Com- 
pany. The Phoenix is, of course, a 
stock company and the quotation from 
Mr. Milligan is indicative of the stock 
company viewpoint. 
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Life Insurance 

(Continued from Page 15) 
panies estimate reserves on either a 
three or a three and a half interest 
basis, which made the choice of con- 
servative investments, with a com- 
paratively low return, possible. The 
very stringent restrictions imposed by 
the New York laws have also served 
to restrict the operations of those who 
would have placed yield before safety. 
Nevertheless, most of the large com- 
panies have managed to secure a re- 
turn well above the minimum neces- 
sary to meet their reserve require- 
ments, the average actually realized 
being approximately 5%. 

The life insurance companies, in 
advancing billions for policy loans 
point out that the interest return on 
such loans is high (6% ) and that the 
company has perfect protection 
against default, making such loans 
very desirable from the company 
standpoint. They lose their charm, 
of course, when they are asked for 
in such numbers that cash and liquid 
assets are exhausted in meeting them. 
Such a possibility is very small in 
the case of any sound, well-managed 
company. 

Mr. Hardin has also prepared some 
data on the income and disbursements 
during the depression years of 1930, 
1931 and 1932 that is well worth a 
glance. He points with pride to the 
total of $3,100,000,000 that was paid 
out in 1932, and to the $6,169,009,000 
distributed during the three year 
period. Of the latter sum only $1,925,- 
666,000 was paid to the estates or 
beneficiaries of deceased policyhold- 
ers and the remainder of $4,244,343,- 
000 was delivered to living policy- 
holders in the form of policy loans, 
matured endowments, dividends, sur- 
render values or other payments. In 
order to make these payments the 
companies collected $7,586,082,000 in 
premiums and $2,195,116,000 from 
interest, dividends and rents, making 
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a total of $9,781,198,000. The cash 
surplus of income over disbursements 
for the three year period was there- 
fore $5,660,867,000, which should be 
enough to reassure anyone concerned 
about the safety of life insurance. 
DOD 

O much for the financial side of 

the picture. We have seen the 
development of the organizations fur- 
nishing protection for dependents 
from social and religious groups, who 
included care of dependents among 
their purposes, to great corporations 
whose stability and tremendous re- 
sources have made them the envy of 
bankers. The only life companies 
which have failed to meet the test of 
the depression are those where the 
management was distinctly below 
standard. With the confidence of the 
public and a sound underlying struc- 
ture to build upon there is no reason 
to believe that life insurance will not 
continue to go forward with the re- 
turn of normal conditions. 


Thus far the entire picture of the 
life insurance system has been ex- 
tremely favorable. Anyone who read 
our article of last month, which con- 
cerned the Armstrong investigation, 
will find difficulty in believing that 
both articles are on the same subject. 
Let us dwell briefly on a few aspects 
of the situation which prove that the 
millennium is still just around the 
corner. 

Under present conditions it is pos- 
sible for life insurance companies op- 
erating singly or in groups to be 
organized and conducted for the sole 
benefit of their stockholders and offi- 
cers. The rapidly growing use of hold- 
ing companies and interlocking direc- 
torates to give control to a group who 
have invested only a small amount 
of money in capital stock has become 
so strikingly apparent fhat the Na- 
tional Convention of Insurance Com- 
missioners has appointed a committee 
to investigate and recommend legisla- 


CHART Ill-RELATIVE GROWTH OF LIFE INSURANCE ASSETS - 1906 - 1932 
(Of Companies Holding From 91.6% to 96.4% Of The Assets Of All U.S. Legal Reserve Compamies. See Table 1) 


1911 1916 
December 31st of Each Year 


Courtesy Association of Life Insurance Presidents 





0 
1924 1925 1926 1927 1928 1929 1930 1931 1932 





tion to place severe restrictions on 
such operations. The report of Hon- 
orable S. A. Olsness of North Dakota, 
Insurance Commissioner of that state, 
delivered on this subject at the Dallas 
meeting of the National Convention 
of Insurance Commissioners, was 
printed in the November issue of the 
Journal of American Insurance. 

The New York legislation which 
resulted from the Armstrong investi- 
gation was, unfortunately, not fol- 
lowed in many states, with the result 
that companies can be organized and 
operate under only nominal supervi- 
sion. As a result there have been a 
number of receiverships in the Mid- 
dle West, with one fairly large com- 
pany, the Illinois Life, involved. If 
the pressure of policy loans continues 
there may be other receiverships, 
mergers or forced reinsurance. In 
the meantime the policyholder whose 
funds are held in trust can do little 
more than hope and pray. 


SS 


NOTHER objection raised to 

life insurance as practiced today 
is directed at the tremendous waste 
through lapsation and surrender. An 
article in “Fortune” (May, 1931) 
points out that “this country is carry- 
ing nearly $1,000 per capita of life 
insurance. But it will come out at less 
than $200 per corpse.”’ This magazine 
also states that “of every 100 policy- 
holders whose insurance ended in 
1929 only nine died.” Another effect 
of the same cause can be seen in the 
decline of almost five billion in insur- 
ance in force which took place this 
year, despite the fact that new busi- 
ness of over fourteen billion, seven 
hundred million was written. Less 
than a billion of the life insurance on 
the books at the close of 1931 ma- 
tured through death. There was, 
therefore, a loss of over eighteen and 
a half billion dollars because of lap- 
sation or surrender for cash values 
during 1932. A change in the com- 
mission basis which would reduce the 
amount paid the first year and in- 
crease that paid on renewals is being 
vigorously pushed and seems to have 
a fair chance of success. Its adoption 
would give the agency force a real 
incentive to sell properly and to give 
time and attention to renewals. There 
is little doubt that many people as- 
sumed life insurance programs in the 
golden era that were based on opti- 
mistic if not exaggerated estimates of 
their ability to pay premiums. The 
companies are paying the penalty now 
for their sins in the past. If the 
economic waste which results from 
lapsation, twisting (or the substitu- 
tion of a policy in another company 


(Continued on Page 30) 
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Graduation In Compensation Rates Rejected 
Generally by Commissioners 


ITH the announcement of the 

decision reached by the super- 

vising bodies in New York, 
Alabama, Missouri, Tennessee, Mary- 
land, New Hampshire, Michigan and 
Pennsylvania during the past several 
weeks, the compensation rate situa- 
tion is gradually taking shape and 
some general conclusions may be 
reached. First of all, the proposal of 
the stock insurance carriers to dis- 
count premiums in excess of $1,000, 
twelve and a half per cent has been 
vetoed by state authorities in every 
instance. The only states in which 
the graduated rate scale can or will 
be applied are those in which there 
are no rate regulatory bodies to pass 
upon its propriety. Without excep- 
tion, the insurance commissioner, the 
compensation board, or the attorney 
general of every state in which the 
scheme has been presented pointed 
out that it should be rejected, usually 
on the grounds that it is unfairly dis- 
criminatory and against public policy. 
A second deduction that can be made 
from the decisions so far announced 
is that the supervisory authorities are 
unwilling to authorize any increase 
not justified by experience. In many 
cases, they have even rejected the 
emergency factor of 4.4- which was 
incorporated in the rating formula 
last year, and in some states the pro- 
jection of medical has also been de- 
nied. As a result, the states which 
have approved the stock company for- 
mula for making rates, even in part, 
are those in which the application of 
such a formula would result in leav- 
ing the rate level practically un- 
changed. A notable exception is 
Michigan, where an increase of 15% 
was approved for all carriers, as con- 
trasted with the 16.9 asked for by 
the stock companies. 

A decision of major interest to in- 
surance men generally was that of 
New York. Superintendent of In- 
surance, George S. Van Schaick, an- 
nounced that the department was pre- 
pared to approve rates which would 
produce an average estimated in- 
crease of 3.6%. He disapproved the 
filing of the compensation insurance 
rating board which contained an in- 
crease of approximately 9.2%, and 
very definitely rejected a 20.1% in- 
crease urged by the National Bureau 
of Casualty & Surety Underwriters 
on behalf of the stock insurance car- 
riers. The ruling further holds that 
the plan of the stock companies for 
permission to discount by 122% the 


excess of compensation premiums 
over $1,000 on any risk would con- 
stitute an unfair discrimination 
against small assureds. The New 
York decision is also unusual in that 
the insurance department refused to 
approve the method followed in de- 
veloping paid losses to an expected 
ultimate cost in disregard of the loss 
reserves established by the compa- 
nies. It adopted the actual indications 
based on losses paid and reserves for 
losses pending as a basis, which elimi- 
nated a substantial part of the war- 
rant for the increase applied for. The 
department likewise refused to recog- 
nize that there was justification for 
assuming a continued unfavorable 
trend of medical costs and placed 
upon the companies the burden of 
keeping these costs within reasonable 
bounds consonant with a high grade 
of medical treatment. The decision as 
rendered in New York follows in full 
text. 
STATE OF NEW YORK 
INSURANCE DEPARTMENT 
In the Matter of 
Workmen's Compensation Insurance Rates 
DECISION 

A filing of workmen’s compensation in- 
surance premium rates has been submitted 
to the Superintendent of Insurance for 
approval pursuant to the provisions of 
Section 67 of the New York Insurance 
Law. The nature and basis of this filing, 
together with the decision thereon, reached 
after a public hearing thereon and after 
the ascertainment of facts elicited by a 
questionnaire directed to all companies, are 
as follows: 

Compensation Insurance Rating Board 

Under the provisions of its constitution, 
the Compensation Insurance Rating Board 
submitted, on behalf of all insurance car- 
riers, a classified revision of premium 
rates, the net average result of which pro- 
duced an increase of 9.2%, 


The proposed revision is based upon 
pure premiums by classification of employ- 
ment arrived at by comparing payrolls to 
benefits paid or due. The classified data 
for the policy years 1925 to 1929 inclusive 
was used for this purpose. 


The premium data for the policy year 
1930 was then adjusted to the current rate 
level for purposes of comparison with the 
indicated losses for that policy year. In 
determining the indicated losses for policy 
year 1930 the Board used the data as to 
losses paid to December 31, 1931 under 
policies of 1930 and developed them to an 
expected ultimate. The development fac- 
tor used was composed out of four sepa- 
rate factors representing the development 
of paid losses under policies of 1927 to 
1929 inclusive as of December 31, 1930 to 
the losses paid under such policies as of 
various dates subsequent to December 31, 
1930. The same general method is applied 
to collected premiums to determine the 
expected ultimate premiums collectible un- 
der policies of the year 1930. 
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By examination of medical loss ratios 
the Board determined that an upward 
trend was indicated. The indicated trend 
from 1926 to 1930 was projected to 
the point of expected attainment, assum- 
ing a continuation of the trend to what it 
would be during the first six months of 
1933. The medical loss ratio indicated at 
this point in the trend projection was se- 
lected in place of the medical loss ratio 
for the policy year 1930. 

The indemnity loss ratio and the medi- 
cal loss ratio arrived at as hereinabove 
shown were added together and loaded for 
a permissible expense ratio of .40. The 
resulting combined loss and expense ratios 
were loaded by a further amount of 4.3% 
representing a continuation of the emer- 
gency loading factor adopted in the revi- 
sion of September 1, 1931. 

A further provision in the filing includes 
a proposed recognition of trend in occupa- 
tional diseases and a tendency toward diag- 
nosing as occupational those diseases 
which were not so considered in the past. 
An increase of approximately 1% in the 
rate level is requested to cover this fea- 
ture. 

Stock Company Plan 

Through the medium of the National 
Bureau of Casualty and Surety Under- 
writers the stock carriers urged that the 
rate filing made as above indicated be sup- 
plemented with a further increase of 10%. 
This increase is requested as a recognition 
of the reduction in wage levels reflecting 
the extent to which wages have been re- 
duced below the consequent reduction in 
benefits. 

A further proposal of the stock carriers 
is that premium rates on risks involving 
premiums in excess of $1,000 be reduced 
by 12%% of such excess. The warrant 
for this modification is founded on the 
proposed reduction in commissions and 
other acquisition and field supervision 
costs from 174%4% to 10% of such pre- 
miums and a reallocation of other expense 


loadings. 
Findings 

1. The use of classified data for the 
years 1925 to 1929 inclusive appears rea- 
sonable. 

2. The factor of 1.218 applied to pre- 
miums of policy year 1930 for the purpose 
of converting the premium data of that 
year to present rate levels, appears proper. 

3. The development of paid losses for 
policy year 1930 to an ultimate basis by 
factors reflecting developments of previ- 
ous policy years cannot be justified except 
upon the theory that loss reserves now 
carried are inadequate. The development 
basis furthermore ignores the interest in- 
crement in reserves for long term benefits 
and the influences of lump sum awards 
made and paid which disturb the relia- 
bility of development ratios. This basis is 
not approved and the incurred loss ratios 
for policy year 1930 as reported with ac- 
tual developments to June 30, 1932, pro- 
ducing a loss ratio on the present rate 
level, of .565, must be used. 


4. The factor for medical trend assumes 
a continuation of an indicated adverse 
trend of costs for medical treatment of 
injured workmen, The reasons most com- 
monly given in explanation of these rising 
costs are the increased use of X-ray and 
Physio-therapy and increased charges for 
hospital treatment. The evidence sub- 
mitted in connection with this subject is 
insufficient to warrant a finding that medi- 
cal costs will continue to rise beyond those 
indicated in the latest available statistics 
covering the costs of policy year 1930, 
which ratio is .161. 





Insurance carriers have a responsibility 
to exercise utmost diligence in keeping 
these costs within reasonable bounds. At 
the same time a high grade of medical 
treatment is imperative not only to carry 
out the spirit of the compensation law but 
for the ultimate best interests of the in- 
surance carriers. The financial interest of 
any insurance carrier in compensation 
cases lies in the prompt recovery and re- 
habilitation of the injured employee. Any 
tendency in medical or surgical treatment 
such as delays in treatment, improper medi- 
cal services, undue contesting of claims, 
pettiness of procedure or unsympathetic 
handling of tragic occurrences prolong 
periods of disability, hinder recovery and 
add to the ultimate medical cost and loss 
ratio, The same is true of needless and 
unfounded litigation involving an increase 
in medical expenses, the payment of fraud- 
ulent and collusive claims, the padding of 
medical treatment and fee-splitting. 


The report which the Medical Sub-Com- 
mittee of the Governor’s Committee re- 
cently made on “The Medical Treatment 
of Compensation Cases” is in certain par- 
ticulars an informative picture of tenden- 
cies the improvement of which will be 
helpful to insurance carriers in the han- 
dling of medical costs. It is imperative 
that there be an extension of the principles 
of cooperation with employers and em- 
ployees in the administration of medical 
treatment to the end that there be in- 
creased efficiency, less waste and an ulti- 
mate saving. 

5. The emergency factor of 4.3% as cal- 
culated in the Board filing is similar to 
that allowed in the last revision of rates 
to provide for reductions in wage levels, 
the progressive mechanization of industry 
and other influences of an intangible char- 
acter which have tended in recent years 
to render scientifically exact rates inade- 
quate when given practical application. 
Provision for such a factor shall he made 
hereinafter in this decision. 

6. The increase of approximately 1% to 
provide for trend in occupational diseases 
and the tendency to diagnose as such, ail- 
ments not so treated in the past, has not 
been supported by evidence sufficient to 
warrant the application of this increase. 
There is coupled with the increase, how- 
ever, an agreement to enlarge the insur- 
ance coverage so that in the event em- 
ployes bring action for occupational dis- 
ease against an employer, the insurance 
carrier will pay such losses as are sustained 
by the employer without regard as to 
whether the cases are compensable under 
the Workmen’s Compensation Law. It is 
therefore held that the schedule of charges 
filed for such broadened coverage may be 
applied in such cases where the assured 
desires specific extension of the insurance 
coverage in the manner described. 

7. The request of the stock companies 
for a loading of 10% in recognition of the 
effect of current wage levels in reducing 
premiums beyond the consequent reduc- 
tion in benefits, contemplates a wage level 
during the coming year which will be 15% 
below that prevailing in the 1930 and 1931 
periods. That wage levels have been re- 
duced on the average to the extent of 157% 
from the average for the years 1930 and 
1931 is indicated by statistical reports 
studied. That benefits to injured work- 
men do not reduce in direct ratio with re- 
duced wages is a fact. In the establish- 
ment of rate levels heretofore specific rec- 
ognition has rarely been given to the effect 
of wage levels because of the uncertainty 
of their duration. The emergency factor 
approved in connection with the last revi- 
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sion in rates, however, included considera- 
tion of wage level influences. 

it is therefore held that there shall be 
allowed a factor of 10% to be applied in 
the calculation of the rate level in the pres- 
ent revision. This factor is believed ade- 
quate to provide for all of the various in- 
fluences, both tangible and _ intangible, 
which have resulted in scientifically calcu- 
lated rates of recent years proving inade- 
quate on practical application, 

8. The final premiums shali be arrived 
at on the basis of an allowable loss ratio 
of .00. The drastic economies already evi- 
denced in reports recently submitted to 
this Department can and must be vigor- 
ously continued for all classes of expense. 
As the expenses of company management 
and administration may be reduced to re- 
tlect a lower ratio to the premium dollar 
than heretofore, the expenses applying to 
acquisition and field supervision cost can 
undoubtedly be reduced. Companies should 
direct attention to the propriety of the pay- 
ment of commissions which contemplate 
the writing and underwriting of compen- 
sation policies by agents and held repre- 
sentatives who, by reason of a company’s 
desire for close supervision, do not in tact 
perform such functions, ‘There should 
also be a study of the propriety of attord- 
ing agents and brokers office space and 
accommodations at the expense of the 
company at its home office, branch offices 
or general agencies. There should further 
be a complete elimination of frivolous con- 
troversy and litigation over the merit of 
compensation awards. This is not only 
highly expensive in itself but prolongs 
periods of disability and leads at times to 
mental conditions that are highly expen- 
sive and generally unfortunate and unjust. 

It would appear that if all appropriate 
economies are rigidly applied, the loading 
of 40% ior expenses shall prove more than 
adequate and make available additional 
sums to supplement loss reserves which, 
according to the application of the com- 
panies for the present rate increase, nec- 
essitate larger revenues than are granted 
in this decision. 

9. The proposal of the stock carriers 
that a discount of 124%2% be allowed on 
premiums exceeding $1,000, to be offset by 
reductions in commissions and the alloca- 
tion of lesser expense loadings generally 
to the premiums on such risks, has been 
studied from the standpoint of both law 
and merit. Section 141 of the New York 
Insurance Law provides in part as follows: 


“Nor shall any such rating organization 
or any person, association or corporation 
authorized to transact the business of in- 
surance within this state, fix or make any 
rate or schedule of rates or charge a rate 
which discriminates unfairly between risks 
within this state of essentially the same 
hazards.” 


The rate making procedure now in effect 
recognizes and provides for distinction in 
hazards between large and small risks 
through (a) experience rating plans; (b) 
schedule rating plans; (c) minimum pre- 
miums including loss constants. It would 
appear that the only provision in the in- 
surance law which permits recognition of 
the varying expenses involved in writing 
small risks as compared with those for 
large risks, is the following provision con- 
— in Section 141 of the Insurance 
aw: 


“But nothing herein shall prevent any 
insurer fixing or charging for any policy a 
reasonable minimum premium in accord- 
ance with the established rules of the 
rating organization.” 





It has been urged by the proponents of 
this plan of graduated rates, that distinc- 
tions in expense are equivalent to differ- 
ences in hazard. It does not appear that 
this agrees with the Legislative concept of 
unfair discrimination or a reasonable con- 
struction of the law. 

The major part of the contemplated dis- 
count for large risks would flow from a 
proposed reduction in commissions and 
other acquisition and field supervision costs 
from 17144% to 10%. No evidence has 
been submitted which would tend to show 
that it is fair to allow 1744% for com- 
missions and acquisition and field super- 
vision cost in the case of small risks and 
assess these costs against such assureds, 
as compared with paying but 10% for such 
costs on the premiums of larger assureds 
and assessing this smaller expense to such 
policyholders. It has not been shown that 
such a distinction can be properly made 
on the basis of the actual costs in the 
agency and brokerage fields in administer- 
ing these respective classes. It similarly 
appears that allocation to small risks of a 
greater proportion of the expenses of ad- 
ministration is unreasonable and unwar- 
ranted. The small risk already bears a 
higher proportion of expense by reason of 
the effects of minimum premiums includ- 
ing loss and expense constants. 

‘ Conclusion 

In view of the foregoing, the new rates 
for workmen’s compensation insurance on 
the classified revision may be filed with 
this Department to take effect on new and 
renewal business attaching on and after 
January 1, 1933 at a level 3.6% higher 
than that prevailing in the present rates, 
and the filings now before the Department 
from the Compensation Insurance Rating 
Board and the National Bureau of Cas- 
ualty and Surety Underwriters, are re- 
jected. 

GEORGE S. VAN SCHAICK, 
Superintendent of Insurance. 
Dated at New York 
December 20, 1932. 


SO 
OMMISSIONER LIVING- 
STON of Michigan finally ap- 
proved a flat 15% increase over 
present schedules for both stock and 
mutual carriers as effective Decem- 
ber 15th. The National Council had 
twice attempted to file schedules call- 
ing for an increase of 16.9% for 
stock carriers, and 6.3% for mutuals, 
but these proposals were definitely re- 
jected, both by the Commissioner and 
the State Anti-discrimination Com- 
mission. 

H. B. Corell, Deputy Commis- 
sioner, said that the approval is based 
solely on the need for an increase to 
balance adverse experience but that 
the compensation council’s proposed 
filing and argument are not considered 
in the approval order. The 15% in- 
crease is to be applied on a flat basis 
to all compensation lines without 
change in policies or general proced- 
ure. 


In two states the Insurance Com- 
missioners have commented very forci- 
bly upon the the disagreement be- 
tween the stock and mutual compa- 

(Continued on Page 27) 
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Commissioners Hold Winter Meeting 
In New York City 


UT of the winter meeting 
QO of the National Covention of 

Insurance Commissioners 
there is certain to come in any year a 
number of interesting developments 
destined to have wide influence on 
the progress of the business world. 
The 1932 gathering of the executives 
of the various state departments 
again emphasized the high use which 
the convention has in stabilizing prac- 
tices and decisions insu:ance-wise2 
throughout the United States. This 
meeting closed its sessions in New 
York City on December 7th leavinz 
a record of much business done an 1 
a promise of future activity that 
merits the praise of the policyholder 
and the companies alike. 

Thirty two states were represented 
and responded to the roll-call, many 
of them having in attendance not only 
the commissioner but several of the 
actuarial and other staffs as well. As 
a recognition of the seriousness of the 
occasion, Commissioner W. A. Tar- 
ver, president of the Convention, 
opened the initial session with a re- 
quest for the singing of America and 
thus an added stamp of earnestness 
was impressed upon the gathering. 

One evidence of the determination 
of the commissioners to get down to 
business quickly was the almost im- 
mediate scheduling of an executive 
session at which was apparently laid 
the ground work for the various reso- 
lutions and assignments of committee 
labors announced later. The scope 
of matters coming under the jurisdic- 
tion of the convention is so wide that 
necessarily its deliberations must be 
handled by groups which consider 
carefully the subjects up for discus- 
sion and finally bring their report to 
public view at later open sessions of 
the body. 


oy 2 


HE convention continued its pol- 

icy of conservative action in re- 
gard to valuations of securities by the 
adoption of a resolution which in 
effect set the same requirements in 
making up financial statements as 
were decided upon last year. In es- 
sence this plan means the entering of 
stocks and all those bonds which do 
not receive better ratings from statis- 
tical organizations, at their June 30, 
1931, market value. This latter date 
was selected because it reflected the 
approximate average values for five 
quarters preceding December 31, 


1931. 


No mention was made of the 
amortization of bonds but since this 
method was sanctioned by the com- 
missioners last June the expectation 
is that the same procedure will be 
okayed by the departments in states 
where amortization is not forbidden 
by statute. 


The resolution in full text follows: 


“WHEREAS since the inquiry conducted 
last year by the Nationa! Convention of 
Insurance Commissioners as to whether 
market price quotations of stocks and 
bonds on any particular day are indicative 
of the fair value of such securities, ex- 
ceptional price fluctuations of such securi- 
ties on the exchanges have continued, and 

“WHEREAS close study of the range of 
markets over various periods together with 
various tests as to the range of markets 
through times of prosperity and depres- 
sion alike, up to and including September 
30, 1932, leads to the conclusion that the 
real value cannot be definitely determined 
and that the Convention values of 1931 
are indicative of a fair value of securities 
for inventory purposes at the present time, 
and 

“WHEREAS the trend of the markets in- 
dicates a situation that over a period of 
years normal market conditions may rea- 
sonably be anticipated in which there will 
be willing sellers and willing and able 
buyers in a free rather than a forced 
market; 

“RESOLVED that the Committee on Valu- 
ations of the National Convention of In- 
surance Commissioners is of the opinion 
that under present conditions the conven- 
tion values for stocks and bonds adopted 
for the annual statements due as of De- 
cember 31st, 1931, reflect fair value for 
the inventory of such securities in the an- 
nual statements due as of December 31st, 
1932, except as hereinafter provided, and 
that the same should be adopted as the 
‘Convention Values’ for 1932, 

“FuRTHER RESOLVED that in cases where 
the condition of companies may require 
the immediate disposition of securities it 
is the opinion of this Committee that the 
discretion of a Commissioner of Insurance 
should be exercised to vary the general 
formula herein set forth so as to adopt 
the prices reflected by the exchanges, 

“FURTHER RESOLVED that in the opinion 
of this Committee securities should not be 
valued at more than the purchase price if 
purchased since June 30, 1931, unless suck 
purchase was in effect a bona fide exchange 
of securities resulting in betterment of a 
portfolio in which event the value herein 
provided should be allowed but not so as 
to exceed the convention value of the 
securities disposed of in connection with 
such purchase, and no such special value 
should be allowed unless such exchange is 
separately indicated in Parts 3 and 4, 
Schedule D, of the annual statement, 

“FuRTHER RESOLVED that inasmuch as a 
number of worthy industrial and commer- 
cial corporations are in emergency receiver- 
ship and a number of corporate bonds 
are in default as to interest and/or prin- 
cipal by reason of lack of liquidity rather 
than by reason of lack of underlying value, 
stocks of corporations in receivership and 
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bonds in default should be valued on the 
1931 Convention basis, less 30% of the 
difference between such Convention Value 
and the exchange quotations of December 
1, 1932, unless the value underlying such 
securities has been heavily depleted or has 
disappeared to such an extent that a lower 
value is required by reason of such special 
circumstances, and 


“FURTHER RESOLVED that in the applica- 
tion of this resolution recognition should be 
given to the fact that Convention values 
as herein defined are based upon the range 
of the market and are subject to revision 
as the actualities of the market from day 
to day develop and that it be recommended 
that companies set up voluntary reserves 
to be designated in the annual statements 
‘Contingency Reserves’; that at regular 
periods thereafter the actual market value 
of securities as reflected by the exchanges 
from day to day, be averaged in so as to 
bring the range of the market used into 
accord with actual future developments or 
that there be adopted some other method 
to accomplish such result so that the dif- 
ference between the Convention values as 
herein determined and the actual exchange 
quotations shall be absorbed over a rea- 
sonable period.” 


SUPPLEMENTAL RESOLUTION 


“RESOLVED that for 1932 this Conven- 
tion hereby ratifies and confirms the ac- 
tion taken by its Committee on Valuation 
of Securities pursuant to the recommenda- 
tion of the financial advisor to the Con- 
vention with respect to moderate and rea- 
sonable adjustments in the 1931 Conven- 
tion values for municipal bonds.” 


SS> 


N the afternoon of the first day 

of the sessions, Commissioner 
Harry W. Hanson of Illinois, Chair- 
man of the Fire Committee, presided 
over the first open meeting of the con- 
vention which took up the matter of 
the scope of policies written by. marine 
companies. Superintendent of Insur- 
ance George S. Van Schaick of New 
York a number of months ago issued 
a ruling making certain lines of de- 
markation between fire and marine 
powers, and this action naturally had 
opened up the question in other states. 
Representatives of both fire and cas- 
ualty groups were in agreement on 
supporting a request that the conven- 
tion set forth in a resolution a stand- 
ard interpretation of what constitutes 
marine business. Counsel for the 
marine companies also presented a 
memorandum explaining their posi- 
tion and asking for immediate action. 
Several commissioners and Charles L. 
Gandy, President of the National As- 
sociation of Insurance Agents, ex- 
pressed themselves as thinking it un- 
wise to hurry a decision without time 
for considerable study and finally a 
committee composed of Mr. Van 
Schaick as Chairman, Commissioner 
Howard P. Dunham and John C. 
Kidd, as members, was appointed to 
report at the next meeting of the 
Commissioners in June 1933. 
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During the meeting in Dallas last 
October Commissioner S. A. Olsness 
of North Dakota brought up the sub- 
ject of interlocking directorates which 
was also discussed by Joseph B. 
Thompson, the Missouri Commis- 
sioner. Since that time a Committee, 
headed by Commissioner Garfield W. 
Brown, has been considering the sug- 
gestions made and decided on an open 
hearing. Among those appearing in 
defense of the interlocking idea were 
Julius H. Barnes, Chairman of the 
Board of Lloyds Casualty Company 
of America, and Neal Bassett, Presi- 
dent of the Firemen’s Insurance 
Company of Newark. Readers of the 
Journal of American Insurance will 
remember that the discussion of inter- 
locking directorates by Commissioners 
Olsness and Thompson was printed 
in full in the November issue of this 
publication. The Committee in charge, 
after hearing the various arguments, 
suggested the adoption of the follow- 
ing resolution which was later af- 
firmed by the Convention: 


“Your Committee is of the opinion that 
the inter-relationship of companies, either 
through holding companies, interlocking 
directorates, stock ownership or otherwise, 
has at times led to the exchange or pur- 
chase of securities or other financial trans- 
actions by insurance companies for reasons 
primarily for the benefit of holding or 
affiliated companies. This your Committee 
unreservedly condemns and recommends 
that this Convention endorse such position. 


“Your Committee is not at this time able 
to present a definite program e:ther of 
legislation or supervisory action, but re- 
quests further time to make a more de- 
tailed report to this Convention at its June 
meeting.” 


During the hearing the speakers 
were vigorously interrogated by Com- 
missioner Van Schaick, who was also 
a member of the Committee. 


The Committee on Workmen’s 
Compensation Insurance, which it 
was expected might announce some- 
thing of interest in view of the hear- 
ings which have been made (and are 
yet to some) throughout the United 
States because of recently proposed 
rate increases, met but nothing was 
given out to the public. A Sub-Com- 
mittee was, however, appointed to 
serve as a body before which emerg- 
ency compensation questions might be 
brought in the interim between now 
and the meetings next June. Commis- 
sioners Van Schaick, Garfield W. 
3rown and Merton L. Brown were 
named for this duty. 


QD 
OMMISSIONER Howard P. 
Dunham made a statement em- 


phasizing the need for economy in 
conducting all branches of the insur- 
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ance business and a committee com- 
posed of Howard P. Dunham, Chair- 
man, George S. Van Schaick, C. T. 
Warner, A. H. Averill and W. S. 
Pope was appointed by President 
Tarver. Subjects mentioned in con- 
nection with this action were investi- 
gations into the operation of company 
bureaus and boards, rate cutting, 
agency balances, operations of insur- 
ance boards, the elimination of waste- 
ful practices generally and payment of 
dividends. The suggestion was also 
made that individual companies 
should forego temporary advantages 
which might accrue from extravagant 
practices and consider first the benefit 
of the insurance business in the light 
of future needs. 


The Committee on Laws and Legis- 
lation was empowered to meet with 
company and agency representatives 
for the purpose of working out 
agency qualification laws which might 
be satisfactory to the companies, the 
producers and the commissioners. 

The Chairman of the Life Commit- 
tee, Commissioner E. Forrest Mitch- 
ell of California, submitted and se- 
cured approval of a resolution des- 
signed to regulate the so-called “Pro- 
rate Clause” in connection with total 
and permanent disability benefits in 
connection with life policies. The 
concluding paragraph read: 

“Resolved by the National Convention of 
Insurance Commissioners that nothing in 
the said standard provision contained shall 
be construed as prohibiting or invalidating 
provisions in the so-called “Pro-rate 
Clause” of such policies, providing for 
the measurement of compensable monthly 
income on the basis of the average monthly 
income of the insured for a period not 
exceeding two years immediately preceding 
the commencement of a disability.” 

Representatives of the Convention 
met with delegates from, the Associa- 
tion of Life Insurance Presidents and 
the American Life Convention and 
considered proposed amendments in 
the matter of blanks and to draw up 
a report for submission to the Com- 
mittee on Blanks next year. 


Resolutions were adopted mourn- 
ing the death of Robert E. Daly of 
the Illinois Department and Joseph G. 
Brown, former Commissioner of the 
State of Vermont. 


Various business having to do with 
miscellaneous practices and routine, 
including the subject of examinations, 
were discussed in executive and other 
sessions and the convention voted as 
a measure of economy to combine 
their 1933 June meeting of the Ex- 
ecutive Committee with the Fall meet- 
ing, which is usually scheduled in 
September or October, and to have 





both at the same time early next sum- 
mer in Chicago. 


SS 


ANY organizations of insur- 

ance agents, insurance brokers 
and groups of company executives 
took advantage of favorable moments 
during the convention week to hold 
meetings for the consideration of 
their own especial problems. The 
mutuals had various committee meet- 
ings and the convention naturally 
drew the attention of mutual. and 
stock men alike by force of its own 
interest. 


Recognition was given to the happy 
event of Commissioner Thulemeyer’s 
marriage to Miss Kathryn Dayhoff 
and to the presence of the bride 
among the contingent of ladies who 
graced the convention by attendance 
with husbands or fathers. 


Commissioners Dan C. Boney and 
Jess G. Read were unfortunately 
overtaken by the flu and confined to 
their rooms by their il'ness. The 
latter’s place as Secretary of the con- 
vention was taken on short notice by 
W. P. Tate of Kentucky who at- 
tended to the duties of the position 
with admirable efficiency. 


Among the mutual stalwarts seen 
about the corridors of the Pennsyl- 
vania Hotel were: 


Owen B. Augspurger, Merchants Mu- 
tual Casualty Company; A. D. Baker, 
Michigan Millers Mutual Fire Insurance 
Company; S. Bruce Black, Liberty Mutual 
Insurance Company; John H. Brogan, Ex- 
change Mutual Indemnity Insurance Com- 
pany. 


J. W. Buckingham, Millers Mutual Fire 
Insurance Association; John Cronin, Li- 
berty Mutual Insurance Company; P. W. 
A. Fitzsimmons, Michigan Mutual Liabil- 
ity Company; J. J. Fitzgerald, Grain Deal- 
ers National Mutual Fire Insurance Com- 
pany. 

Hovey T. Freeman, Manufacturers’ Mu- 
tual of Providence, Rhode Island; F. B. 
Fowler, Indiana Lumbermens Mutual In- 
surance Company; H. J. Hagge, Employ- 
ers Mutual Liability Insurance Company ; 
C. E. Hodges, Jr., American Mutual Lia- 
bility Insurance Company. 


Carl N. Jacobs, Hardware Mutual Cas- 
ualty Company; James S. Kemper, Lum- 
bermens Mutual Casualty Company ; H. G. 
Kemper, Lumbermens Mutual Casualty 
Company; W. H. G. Kegg, Lumbermens 
Mutual Insurance Company. 


H. G. King, Jamestown Mutual Insur- 
ance Company; T. G. McCracken, Retail 
Hardware Mutual Fire Insurance Com- 
pany; G. A. McKinney, Millers Mutual 
Fire Insurance Association; Walter E. 
Otto, Michigan Mutual Liability Company. 

M. D. L. Rhodes, Northwestern Mutual 
Fire Association; John L. Train, Utica 
Mutual Insurance Company: Chas. R. 


Wilder, Liberty Mutual Insurance: Hubert 
W. Yount, 
Company. 


Liberty Mutual Insurance 











Auto Insurance 
(Continued from Page 12) 


persons affected by guaranteed re- 
sponsibility laws and desiring insur- 
ance to qualify for the right to drive 
a car in the future: on those insured 
at the time of their offense, and on 
those not insured. As the appended 
table shows, penalties are given prin- 
cipally (or exclusively) for violations 
of the vehicle and traffic laws and 
not for failure to insure. In New 
York the heaviest punishment on the 
uninsured owner or driver who is not 
otherwise guilty of neglect is a sur- 
charge of 10 per cent over the manual 
rate. In Connecticut no penalty at all 
for simple failure to have been in- 
sured is imposed. But in both states 
in order to regain the privileges of 
the highway, owners and operators 
guilty of various motoring offenses, 
whether insured at the time or not, 
must pay surcharges up to 50 per 
cent over the manual premium. The 
idea of the demerit rate is to put an 
extra set of teeth into what is feared 


AUTOMOBILE LIABILITY 
New York 


Effective date March 1, 1932 


Scope of Plan All risks required to file 
certificate of financial re- 
sponsibility (those not 
financially responsible or 
guilty of motoring of- 
fenses) 


None necessary (no acci- 
dent dollar data used) 


Rating period 


Demerit classes 


and surcharges 
Class name No class names 
Surcharge None 
Risks (a) Risks not required 


to file certificate of finan- 
cial responsibility 


No class names 

10% 

(a) Risks failing to sat- 
isfy a judgment; or 
(b) Convicted of operat- 
ing without operator’s 
license 


Class name 
Surcharge 
Risks 


No class names 

25% 

(a) Risks convicted of 
driving at excessive 
speed, in a reckless man- 
ner, where personal or 
property damage results 


Class name 
Surcharge 
Risks 


No class name 

50% 

(a) Risks convicted of 
driving while intoxicated, 
failing to stop after an 
accident; or of homicide 
or assault arising out of 
operation of automobile 


Class name 
Surcharge 
Risks 


INSURANCE 
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might otherwise be a system of pre- 
miums on motorists who are careless 
because they have insurance. It is 
possible to have a guaranteed respon- 
sibility law without the demerit fea- 
ture, and some states have the first 
without the second. Even if one ques- 
tions the value of either, the two ap- 
pear to be natural allies. 

The principal features of the three 
plans are found in the table on this 
page : 

The two effective plans, apart from 
their identity as state schemes oper- 
ated with guaranteed responsibility 
laws, employ highly similar methods 
to punish the reckless driver. The 
New York plan emphasizes more the 
factor of financial responsibility, the 
Connecticut the occurrence of acci- 
dents. In New York even if a risk 
has been guilty of extreme regligence 
resulting in great loss, but can pro- 
duce an insurance policy, no penalty 
is imposed. He can have all kinds 
of accidents, and as long as no viola- 
tion of the motor vehicle laws accom- 
pany them, he will go scot free. In 


DEMERIT 


Connecticut 


PLANS 


Nat. Bur. Cas. and 
Sur. Underwriters 


July 1, 1929 Never effective 
All risks required to file 
certificate of financial re- 
sponsibility (those pro- 
ducing accidents or guilty 
of motoring offenses) 


All insured pri- 
vate passenger 
cars (producing 
accidents or 
guilty of motor- 
ing offenses) 


First 21 months of pre- 
ceding 24 


First 21 months 
of preceding 24 


Ordinary A 

None None 

(a) Risks producing ac- Same as Con- 
cidents totalling not over necticut 

$50; but 

(b) No Convictions 

A B 

10% 10% 

(a) Risks producing ac- Same as Con- 
cidents totalling not over necticut 

2 nor an amount over 

$50; and/or 

(b) Not over 1 convic- 

tion for reckless driving. 

B C 

25% 25% 

(a) Risks producing 3 Same as Con- 
or more accidents totall- necticut 

ing over $50; and/or 

(b) 2 or more convic- 

tions for reckless driving 

€ D 

50% 50% 

(a) Risks producing 1 or Same as Con- 
more convictions for driv- necticut 


ing while intoxicated or 
influenced by narcotics; 
failure to stop and dis- 
close identity after an 
accident; or felony in- 
volving use of automo- 
bile 
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Connecticut the mere occurrence of 
an accident which involves either a 
claim payment or the setting aside 
of a reserve is sufficient to draw the 
demerit. The demerit applies, insur- 
ance or no insurance. As a safety 
measure, the Connecticut plan seems 
far superior. In this respect it em- 
phasizes safety, the New York plan 
insurance ; although it may be argued 
(as we shall see) that motor accidents 
in the mass are so largely the product 
of non-personal causes as to classify 
them as inevitable, and to make the 
allocation of legal blame often arbi- 
trary and undependable. For convic- 
tions for serious motor code viola- 
tions the two plans are quite the same. 
In certain instances the Connecticut 
penalties seem harsher, but they are 
imposed over a longer experience 
period. 

Whether demerit rating is an effec- 
tive safety measure must be decided 
principally on the basis of Connecti- 
cut experience. The New York plan 
is too recent ; the plans of other states, 
as California, New Jersey, and Mary- 
land, provide for a single 10 per cent 
penalty on all required to file certifi- 
cates of financial responsibility with- 
out distinction as to offense, and are 
also all very new. The demerit plan 
can be applied only to insured persons 
and it depends entirely on a financial 
deterrent whereas humans are mo- 
tivated by a hundred varying im- 
pulses. If, as in Connecticut it turns 
out that there is apparently no dis- 
tinct class of careless persons, no 
Pariahs to be cast out, it would ap- 
pear either that nearly all persons are 
careless, or that automobile accidents 
are not fundamentally the result of 
personal causes. If the first, the 
meney penalty will deter few; if the 
second, it is unjust and arbitrary. All 
of which does not demonstrate that 
demerit rating, as part of a broader 
safety plan, is improper. It is one 
contribution the companies can make 
and it is their duty to try it. 

3. Named Assured Policy—One 
company, also a pioneer in automo- 
bile merit rating, has begun to ex- 
periment recently in a few states with 
a new public liability and property 
damage (liability) form. None of 
the elements in the form are really 
new ; the company has fashioned old 
ideas into a new combination as an 
indirect means of merit rating. Brief- 
ly, to the “named driver only” policy 
of some years ago has been added the 
“drive other cars” endorsement. The 
essential feature is the first. Insur- 
ance follows the driver, where regu- 
lar liability policies, which include 
the omnibus clause, follow the car. 
No automobile is named. 
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The influence on safety, if any, of 
a policy such as this can be exerted 
only through underwriting precau- 
tions. Its official title: selected auto- 
mobile operators policy, describes its 
underwriting significance perfectly. 
Premium discounts up to 25 per cent 
are given individual drivers who 
qualify, the rate depending principally 
on the number of cars driven. Haz- 
ardous and commercial risks are in- 
eligible, and drivers under eighteen 
years of age, but the essence of the 
plan is the extra-careful scrutiny of 
the accident and other record of the 
applicant. The company it may be 
noted can count on two other factors 
to minimize loss costs: it has elided 
the omnibus clause (except for extra 
premium, and then restricted) and 
has the right to cancel automatically 
after 30 days for non-payment of 
premium, but the effect of these 
changes is incalculable and probably 
will not justify even a 10 per cent 
discount. At the same time the “drive 
other cars” clause must be expected 
to increase cost. It is true, as the 
company claims, that this variation of 
the merit rating idea involves “no 
penalty on careful drivers.” It is also 
true that it imposes none on careless 
ones, except in the indirect sense that 
they must pay the same rate as all 
other non-eligible risks. Almost the 
rating system here swings full circle; 
it is next door to plain rating by judg- 
ment. 

4. Deductible Collision Palicy.— 
The same traffic conditions that are 
piling up rising liability losses make 
more likely than ever the chance of 
collision and damage to the owners’ 
automobile. It is estimated that 95 
per cent of the cars involved in colli- 
sions in 1931 were in good physical 
condition; presumably the majority 
of their drivers were also as careful 
as the average. Against this hazard 
there is no real protection; collision 
insurance is the best protection 
against its consequences. Full cover- 
age collision has never been popular 
with either company or insured: it 
costs too much for both. Greater em- 
phasis is gradually being placed on 
deductible policies by the companies, 
for which the characteristic small 
loss, high claim administration cost 
and moral aspects of the collision 
hazard neatly fit it. Straight deducti- 
bles are offered up to $500 for private 
passenger cars, and, two other varia- 
tions of the deductible principle are 
becoming increasingly popular. It is 
possible, in fact, that one way out of 
the collision problem will be through 
the deductible. Deductible coverage 
is a kind of merit rating: it rewards 
owners who ask the company to pay 
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few losses or none with lower insur- 
ance costs than others ; it has the dou- 
ble merit of selling for a reduced 
premium (like merit rating) and of 
penalizing at the time of loss. It is 
much better suited to apply to the 
collision risk than the liability. For 
the former, full coverage insurance 
cost is much higher, the event insured 
against happens so frequently that the 
merit lesson can be effectively demon- 
strated, the average loss is low and 
the deductible penalty bears a direct 
relation to it, finally moral hazard and 
high claim cost demand a deterrent. 
Chance is also undoubtedly somewhat 
less a factor in the individual driver’s 
collision record. 

From the insured’s point of view, 
it seems clear that he should select 
the straight deductible, rather than 
either the “50 per cent retention” or 
“50-50” form. (This conclusion is 
partially corroborated by the com- 
panies’ results for 1931, in which the 
“50-50” developed much better ex- 
perience than the straight policy.) In 
the straight deductible policy, for a 
greatly reduced premium, the insured 
agrees to the deduction of, say $50.00 
from every collision loss. In the two 
other forms he pays a considerably 
higher premium: one-half of the 
premium for full coverage, with the 
understanding that in event of loss, 
an amount equal to the half of the 
premium unpaid will be deducted. 
“Retention” means simply that the 
insured retains one-half of the full 
cover premium unless he has a loss; 
in practice—with one important ex- 
ception—his policy operates like the 
“50-50,” and the “retention” so-called 
is deducted from the amount of the 
claim settlement. The exception is an 
important one and makes the reten- 
tion form the preferable of the two 
latter ; the “retention” amount is de- 
ducted only from the fitst loss, and 





the insured has thereafter full cover- 
age collision. 
oO 

HE sample exhibit herewith il- 

lustrates the operation of the 
three forms, and the advantage to the 
insured of the straight deductible. 
Costs are expressed in dollars of 
premium per dollar of net loss paid 
by the company. A total or average 
cost figure is also given, on the rea- 
sonable assumption that the loss 
figures represent the experience of six 
different years although the cost dif- 
ferentials would remain if they repre- 
sented one year. (It is interesting to 
note by the way that full cover and 
“50-50” produce practically the same 
average cost.) The difference in cost 
between the two latter forms and 
straight deductible, it must be noted, 
is not as constant and becomes less as 
insured models increase in size and in 
full cover premium and greater as 
the deductible amount increases, so 
our table is necessarily illustrative and 
not complete. Besides a risk consis- 
tently costing as much to the company 
as this one would certainly be can- 
celled. Our survey nevertheless 
makes it difficult to understand how 
in the long run any deductible can 
displace the straight form. 

5. Deductible Theft Policy —Most 
of the reasons for deductible insur- 
ance apply with equal force to the 
theft hazard. Broad form theft in- 
surance has the disadvantage to both 
company and owner of covering all 
losses (if the car is stolen), including 
small ones. The conviction appears 
to be slowly growing that the honest 
and careful owner is foolish to insist 
on coverage for these minor losses. 
For a discount of 25 per cent from 
the broad form rate, the deductible 
pilferage endorsement is available in 
all but New York City and surround- 

(Continued on Page 28) 


COST OF VARIOUS AUTOMOBILE DEDUCTIBLE COLLISION FORMS 


Collision Territory 2. 
$50 Deductible 


“C” Automobile. 


“50 Per cent Retention” 
and “50-50” (1 claim per 


Full cover premium $120. 


50-50 Form (more than 1 
claim per year) 


yr. for latter) 


Dollars Dollars Dollars 
Amt. Ann. Net Net Ann. Prem. Ann. Ann. 
Loss Prem. Loss Loss per$1 Net Ann. Net Net Prem.Per Ann. Net Net Prem.Per 
Paid Inc’d Loss Paid Prem. Loss Loss $1 Net Prem. Loss Loss $1 Net 
Paid Inc’d Loss Pd. Paid Inc’d Loss Pd. 
S¢@42 $2036 ¢.... SQ S$ OF GO $.... FOSS €S.0. $F... 
50 22 0 50 dio 60 0 50 ae 60 0 50 has 
75 22 25 50 88 60 15 60 4.00 60 15 60 4.00 
100 22 50 50 44 60 40 60 1.50 60 0' 100 PS 
150 22 ~=«100 50 22 60 90 60 66 60 30° 120 2.00 
500 22 «450 50 .048 60 440 60 135 60 380° 120 158 
$875 $132 $625 $250 211 $360 $585 $290 615 $360 $425 $450 847 


2 Losses, $50 each. 


NOTE: Full coverage average cost: .823. 


72 Losses, $75 each. 


°2 Losses, $250 each. 











Compensation Rates 
(Continued from Page 22) 

nies and have used that disagreement 
as justification for refusing to change 
the existing rate level. Superintendent 
Greer, of Alabama, and Insurance 
Commissioner John Sullivan of New 
Hampshire have both taken such a 
position. In Alabama, the stock com- 
panies had asked for an average in- 
crease of 9.2% in rates, and the mu- 
tual carriers for a decrease of 8%. 
Mr. Greer gave the following reasons 
for disapproving the application: 

1. The law places upon the department 
the responsibility of approving rates which 
are “adequate, reasonable and not exces- 
sive” and it states in substance that the 
Superintendent may withdraw his approval 
of any rate proposal if, in his judgment, 
such proposals are “excessive or unreason- 
able or discriminatory or inadequate to 
provide the necessary reserves.” In part, 
at least, both of these proposals are un- 
reasonable. One may be inadequate; the 
other, discriminatory. 

2. Representatives of the Council and of 
the companies aver that the present eco- 
nomic conditions have materially decreased 
wages of employees and premiums to the 
company without a proportionate decrease 
in loss payments; that malingering cases 
have increased; that medical costs have 
not decreased with wages and premiums; 
that the companies are losing on this form 
of insurance; and that an urgent need ex- 
ists for increased rates. Such statements 
indicate an emergency, a problem of grave 
concern. Yet the companies submit two 
distinct proposals for our consideration— 
one to secure an average rate increase of 
almost 10% over the existing schedule; 
the other, a slight decrease. Qne includes 
a suspicious, probably discriminatory, busi- 
ness getting factor; the other, an obvi- 
ously arbitrary factor to offset it. In view 
of the facts and conditions, do these pro- 
posals even appear appropriate, dignified 
“ reasonable? 

3. These proposals simply place the In- 
surance Department ‘on the spot”; and 
place us in the undignified, unreasonable 
position of considering business getting 
methods along with the matter of serious 
concern. It is surprising that the compa- 
nies allow themselves to include even 
probable competitive factors in proposals 
for our consideration in an emergency like 
the present one. One set of rates may be 
more than adequate, but modified by in- 
equities; the other may be equitable, but 
being arbitrarily computed, may be either 
adequate or inadequate. Who knows? 
Anyway, the proposals in their present 
form do not merit our further, serious 
consideration.” 


OMMISSIONER SULLIVAN 

of New Hampshire in denying 
any increase, expressed himself in 
language equally forceful. His letter 
to Mr. Roeber, the manager of the 
National Council, denying any change 
in the existing rates, follows in full 
TOKE: 

November 29, 1932. 
W. F. Roeber, General Manager 
National Council on Compensation Insur- 
ance 

151 Fifth Avenue 
New York, N. Y. 
Dear Sir: 
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Re: Revised Compensation Rates— 
New Hampshire 

This is in response to your letter of 
September 1, 1932, respecting revised com- 
pensation rates recommended by the Na- 
tional Council. 

Two sets of rates were submitted for 
the Department’s consideration, one in be- 
half of stock companies and the other in 
the behalf of non stock companies. We 
have carefully reviewed data submitted in 
support of dual revised process and rate 
level increase. The submitted dual pro- 
posal indicates beyond any doubt that 
there actually exists among stock and non 
stock carriers, a marked hostile spirit 
which I believe is detrimental to the busi- 
ness of compensation insurance. Such a 
condition reflects unfavorably upon the 
service and efforts of the National Coun- 
cil on Compensation Insurance. 

It should be recognized that this situa- 
tion is not of recent origin, but has existed 
internally and externally for many years 
and with the apparent knowledge and con- 
sent of Insurance Commissioners. When 
disagreement prevails on some problem or 
other relative to rate matters, a real cam- 
paign is set in motion by representatives 
of both types of carriers. Their desire to 
accomplish results means a visit to nearly 
every State in the Nation. The expenses 
incurred for this operative method is a 
factor of some importance to policyholders, 
but seldom, if ever, is the expense factor 
taken into consideration by company execu- 
tives. 

It seems reasonable and consistent for 
the Department to reject these proposals, 
for in my opinion, they are apparently 
based upon suspicion, contempt, and de- 
sire for volume of business. Both types 
of advocates are equally responsible for 
the hectic situation which currently pre- 
vails. 

It is generally recognized that the hectic 
conditions which have prevailed through 
the Nation the past three years have 
brought upon casualty companies real 
problems which are vexing in their nature. 
Reduction in premium income and_ loss 
claim increases are the basic factors that 
have caused the distressed circumstances. 
Despite the illustrated situation respecting 
underwriting, either profitable or unprofit- 
able the battle within the arena of com- 
pany executives on one basis or another 
seems to be in effect in lieu of concerted 
action and cooperation. 


It is the judgment of the Department 
that the exemplified attitude of company 
executives signifies the lack of confidence 
between carriers which is detrimental to 
the business of casualty insurance. Unless 
some concerted action is taken by govern- 
mental agents who are vested with author- 
itv, the faulty situation that appears to be 
dominant today, will undoubtedly continue 
on to the detriment of the business. 


These conditions the Department will 
not condone and I must definitely advise 
that the Department will not approve any 
revised increased rates until all types of 
carriers reach the conclusion that they 
can, and will concur by recommending for 
the Department’s consideration, uniform 
rates, rules and regulations which must be 
reasonable, adequate and fair to carriers 
and prospective purchasers of insurance. 

Therefore, I regret to advise that it 
would be inconsistent for the Department 
to favorably consider Council’s recom- 
mendation. 

You are hereby given notice pursuant to 
the Public Laws of New Hampshire, that 
the revision of compensation rates sub- 
mitted for the Department’s consideration 
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have this day been rejected for use in the 
State of New Hampshire. 

Yours truly, 

JOHN E. ‘SULLIVAN, 


insurance Commissioner. 


Something of the same viewpoint, 
although expressed in much , milder 
tones, is discernible in the letter of 
Superintendent Thompson of Mis- 
souri to the National Council in which 
he approves an increase for Missouri 
of 16.8% and disapproves all addi- 
tional rate factors, including the 
graduation. His letter follows in full 
text ; 

“Since Workmen's Compensation In- 
surance in Missouri is practically com- 
pulsory so far as the employer is con- 
cerned, it is obviously necessary that it 
have complete public confidence. This con- 
fidence, which I believe was once enjoyed, 
is on the verge of dissipation due, in a 
large measure, to the action of the carriers 
themselves. 

I refer particularly to the absence of 
agreement on a uniform program, This 
disagreement has manifested itself in a 
dispute between the carriers as to what 
constitutes rate adequacy. The programs 
presented have been torn asunder by the 
arguments of the very carriers who have 
asked this Department’s approval and have 
been further complicated by additional fig- 
ures and data which fail to support the 
original Rate Proposals. The continuance 
of these practices can only result in an 
entire lack of confidence in the rate-making 
structure. 

Therefore, while recognizing the unusual 
economic condition through which we 
have been passing, I cannot, with any con- 
fidence, recognize the various rate factors 
which have been proposed to reflect this 
condition. At the same time, I believe that 
the experience increase is necessary to pro- 
duce adequate and reasonable rates and 
therefore approve the indicated increase 
in Missouri of 16.8% and disapprove all 
additional rate factors. 

I am disposing of the following separate 
Proposals without comment: 

The addition of 1c Occupational Disease 
Loading together with the 1c Catastrophe 
loading to be applied after the application 
of the expense loading is hereby approved. 

The 12%% discount applicable to pre- 
mium in excess of one thousand dollars is 
hereby disapproved. 

Proposals B-445, B-451, B-452, B-453 
and E-455 were approved for use in Mis- 
souri in our letter of November 28th. 

Proposal B-454, approved as amended to 
indicate a rate for the new classification 
No. 5040 based on the combined experi- 
ence of Code Nos. 5040, 5041 and 5081. 
Also a new rate for Code No. 5067, 
“Bridge Building—metal” based on_ its 
own experience. 

Proposal B-458, “Mechanization of In- 
dustry—salesmen and real estate agents” i 
hereby disapproved. 

Proposal B-456, 
Program.” 

While recognizing the existence of the 
Occupational Disease problem T find many 
objectional features to this proposal and 
feel that a more equitable solution of this 
question may be worked out. I am, there- 
fore, eliminating this proposal from con- 
sideration with this Rate Revision. 

The following Proposals are hereby ap- 
proved: 

B-462 Smelting or Sintering. 

B-463 Emery Works and Tale Mills. 

B-464 Weighers and Samplers. 


(Signed) 


“Occupational Disease 
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B-465 Marine Appraisers. 

The following Proposals are hereby dis- 
approved: 

B-466 Oil and Gas Pipe Lines Construc- 

tion. 

B-467 Breweries. 

The proposed new rates and classifica- 
tions to be effective on and after 12:01 
a.m., December 31, 1932, on new and re- 
newal business.” _ 

N the State of Tennessee Commis- 

sioner Reece has disapproved the 
proposed changes in rates submitted 
by both parties, and the present rates 
will continue to be used, although sub- 
stantial increases were asked by both 
types of carriers. Commissioner 
Reece has also expressed his disap- 
proval of the graduation as outlined 
by the stock companies. 

In two states the proposal of the 
stock companies to use a graduated 
expense loading which would permit a 


discount of 124% on premiums over 


$1,000 has been considered by the re- 
spective Attorneys General and in both 
cases they have held that such a pro- 
posal is not legal under the laws of 
their state. In both Pennsylvania and 
Maryland it has been held that the 
statutes prohibit such discrimination 
and in Maryland the Assistant Attor- 
ney General, who wrote the opinion, 
also stated that two sets of rates could 
not be legally used. The opinion of 
William L. Henderson, Assistant At- 
torney General of the state of Mary- 
land, and addressed to Commissioner 


Walsh follows in full text: 

“I have your letter of December 2nd, 
with enclosures, in which you inquire, first, 
whether under the Maryland law you have 
authority to approve different rates in 
Maryland, that is to say, one set of rates 
for the stock companies writing work- 
men’s compensation insurance, and another 
set of rates for the mutual companies 
writing such insurance, and, second, 
whether you may legally authorize a set 
of rates providing for a 12%% discount 
on the excess of any premium above 
$1,000.00, in this special class of insurance. 

I have examined the statutory provi- 
sions bearing upon the question, particu- 
larly Sec. 29, Art. 101 of the Code of 
1924, and Sec. 19, Art. 101, of the Code 
as amended by Ch. 340 of the Acts of 
1931, and read the exhaustive briefs fur- 
nished by counsel for both classes of com- 
panies. In my opinion, both questions 
must be answered in the negative. 

While the question of the adequacy of 
rates is a matter left to your sound dis- 
cretion, I believe that the standard set up 
by the law limits your power of classifica- 
tion to a consideration of hazard or risk; 
hence, it is not permissible for you to make 
any discrimination between different classes 
of companies, or to. fix different rates 
based upon the amount of the premiums 
paid. 

I am returning the enclosures herewith 
as requested.” 


HE opinion of Harold D. Saylor, 
Deputy Attorney General of 


Pennsylvania is especially interesting 
on the legality of the proposed gradu- 
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ation. In a letter to Hon. Charles F. 
Armstrong, Insurance Commissioner 
of Pennsylvania, Mr. Saylor states: 

“TI have your letter of November 17, with 
enclosures, therein referred to. After a 
careful study of the proposals and briefs 
submitted respectively by the mutual com- 
panies and the stock companies writing 
workmen’s compensation insurance, I have 
come to the conclusion that it would not 
be legal for these companies to charge in- 
sureds whose premiums aggregate $1,000 
or more, 121%4%, or any other amount less 
than is charged to insureds whose pre- 
miums total less than $1,000. 

Section 353 of the Insurance Company 
Act of 1921, as added by the Act of June 
23, 1931, P.L. 904, and appearing on page 
61 of the 1931 Code, prohibits discrimina- 
tion between individuals of the same class 





charged for any policy of casualty insur- 
ance. Section 654 of the same Act, ap- 
pearing on page 106 of the 1931 reprint, 
gives you authority to withhold your ap- 
proval of a premium rate where, in your 
judgment, the same is inadequate or dis- 
criminates unfairly between risks of essen- 
tially the same hazard. 

In my opinion there would be discrimi- 
nation in rates if the proposed plan of the 
stock companies were to be permitted. 

It may well be true that the underwrit- 
ing expense and administration charges of 
handling insurance where the premiums 
total less than $1,000 are greater than in 
the case of those policies where the pre- 
mium exceeds that amount; nevertheless, 
as the law now exists, there would be such 
a discrimination in charging a different 
rate for the same risk as would constitute 
a violation of the law.” 








in the amount of premiums or rates 
1933 Legislatures 

Limit of 
Name of State Session Begins Session 
Pe Jan. , 1933, 60 Days 
Asheness --..<. Jan. , 1933, 60 Days 
California ----Jan. 1933, No limit 
Colorado ----- Jan. 1933, No limit 
Connecticut ---Jan. 1933, 155 Days 
Delaware ----- Jan. , 1933, 60 Days 
OO April 4, 1933, 60 Days 
Georgie .---.25 Jan. 10, 1933, 60 Days 
MQW -.<-.<: Feb. 15, 1933, 60 Days 
i ees Jan 1933, 60 Days 
ee Jan. 1933, No limit 
| ne Jan. 1933, 61 Days 
TONNE eran Jan 1933, No limit 
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, 1933, 50 Days 


MG oo. lan. 1933, No limit 
Maryland ----.. Jan. , 1933, 90 Days 
Massachusetts ~~ Jan. 1933, No limit 
Michigan -----. Jan 1933, No limit 
Minnesota ---~Jan. 1933, 90 Days 
Missouri ------ lan. 1933, 70 Days 
Montana ----.- Jan , 1933, 60 Days 
Nebraska ----- lan 1933, No limit 
Nevada ------.- Jan. 1933, 60 Days 
New Hampch’e-.Jan. 1933, No limit 
New Jersey ---Jan. 10, 1933, No limit 
New Mexico ---Jan. 10, 1933, 60 Days 


New York ----Jan. 
North Carolina- Jan. 
North Dakota-. Jan. 


1933, No limit 
1933, 60 Days 
1933, 60 Days 


NO enecmuweai Jan. 1933, No limit 
Oklahoma ----.Jan. , 1933, 60 Days 
COGGH 225-55 Jan. 1933, 40 Days 
Special ~---- Jan. , 1933 
Pennsylvania -. Jan. 1933, No limit 
Rhode Island--- Jan. 1933, 60 Days 
South Carolina-Jan. 10, 1933, 40 Days 
South Dakota--Jan. , 1933, 60 Days 
Tennessee ----- Jan. , 1933, 79 Days 
(pee Jan. 10, 1933, 60 Days 
aa Jan. , 1933, 60 Days 
Vermont ...... Jan. 1933, No limit 
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Washington ---Jan. , 1933, 60 Days 


West Virginia--Jan. 11, 1933, 60 Days 
Wisconsin ----Jan. 11, 1933, No limit 
Wyoming ----Jan. 10, 1933, 40 Days 
U. S. Congress-Dec. 5, 1932, Mar. 4 


Auto Insurance 
(Continued from Page 26) 


ing area. From each loss is deducted 

25 if the car is listed at $999 or 
under, $50 at $1000 or over. Auto- 
matically both honest and dishonest 
claims for equipment and tools are 
eliminated. Producers are not as en- 
thusiastic about the deductible form 
as they might be; but the recent in- 
novation of the comprehensive policy, 
which is primarily sold as a deductible 
form, is probably a step toward its 
greater popularity. 

In Chicago a new and special 25 
per cent deductible theft policy has 
been introduced very recently to com- 
bat the truly terrific proportions of 
the pilferage hazard in that city. The 
deduction is applied unless the car is 
housed in a garage, and fully three- 
quarters of all Chicago cars are in 
this garage-less category. The extent 
of the pilferage hazard may be 
guessed by the 1932 increase in Chi- 
cago rates, between 30 and 50 per 
cent on all cars, large and small. Even 
so, Chicago underwriters say that the 
inducement is still not high enough 
to force garaging. 


(Continued in our next issue ) 


Don’t Hurry, Here’s Your Hat 
He (at 11 P. M.)—“Did you know I 
could imitate any bird you can name?” 
She—“No, I didn’t. Can you imitate 
a homing pigeon?”—Capper’s Weekly, 


Ker-Splash 
He (bragging abut ancestry)—“Yes, my 
father sprang from a line of peers.” 
Bored Listener—“Did he drown?” 
—The Owl. 








The Journal of American Insurance gives you digests of happenings in the 
insurance world and furnishes you with educational articles of high value. Every 
business man should know more about the details of underwriting, and the laws 
of his own and other states as they affect his own coverage. This publication 
will keep you posted month by month. Subscription, $2.50 per year. Address, 
230 No. Michigan Avenue, Chicago, III. 

















Notes About the 


Insurance World 

(Continued from Page 8) 
fice plan of operation was severely 
criticized, as was the Interstate Un- 
derwriters Board and group writing 
generally. Several individual com- 
panies were singled out for particular 
attention, such as the Hartford Steam 
Boiler, the surety companies operating 
in Northern California and the Crum 
and Forster group. Most mutual men 
operating on the Pacific Coast will 
find the summary of his speech given 
in the November 24th issue of the 
Underwriters Report very interest- 
ing. 


Texas Fire Rates THETexas Board 


Revised of Insurance Com- 
missioners has an- 
nounced its decision in connection 


with the adjustment of fire insurance 
rates on which a public hearing was 
held October 27th. The experience 
credit of 15% on frame dwellings 
within cities and towns having fire 
protection is reduced to 7%. Frame 
unprotected dwellings were assessed 
an experience penalty of 15%. 
Rates on practically all fireproof 
and sprinklered buildings and contents 
were reduced from 20 to 25% by in- 
creasing the credit to the use of the 
80% co-insurance clause from 10 tc 
30% and allowing a credit of 35% 
for the use of the 100% co-insur- 
ance clause on these classes. Brick 
mercantile stock rates in protected 
towns were increased by increasing 
the present experience penalty of 
15% to 25%. Frame protected mer- 
cantile stores were assessed a pen- 
alty of 15%. Rates on brick pro- 
tected schools were reduced 15%. 


Other minor adjustments were: 
3rick protected cotton compresses 
experience credit of 50% reduced 
to 35%; Creosoting works experi- 
ence credit of 25% increased to 
40%; Wholesale groceries, frame 
and brick protected classes, assessed 
a 15% experience penalty; Pier and 
Wharf property, frame protected 
classes, experience penalty reduced 
from 50% to 25%. No changes made 
in farm rates, although the experi- 
ence was unfavorable, because the 
board felt that the farmers could not 
pay an increased rate at this time. 


I. U. B. Premiums AT a time when 
Increased fire insurance pre- 

miums generally 
are much lower than in former years, 
the Interstate Underwriters Board in- 
creased its volume of business. For 
the 12 months ending October 30, 
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1932 the premiums collected by this 
organization were 6% larger than 
those collected during the same period 
of 1931. A report on the result of 
the year’s operation was made by 
Manager John R. Dumont at the an- 
nual meeting held in New York. 
Twelve members of the Governing 
Committee to serve next year will be 
appointed soon by President C. F. 
Shallcross of the Eastern Under- 
writers Association. The Governing 
Committee will meet in January to 
elect a Chairman and name the Ad- 
visory Committee. 


New Officers Of 
Western Millers 


CHAS. H. Ridg- 
way who has been 
Secretary of the 
Western Millers for the last thirty- 
two years was elected President of 
the Company on December 13, to suc- 
ceed Mr. L. S. Mohr, deceased. R. 
M. Rogers was elected Secretary and 
C. W. Trapp, Assistant Secretary. 





THE Cornell 
Wood Prod- 
ucts Company 
of Cornell, 
Wisconsin is engaged in the manu- 
facturing of wood fibre products and 
employs on an average of two hun- 
dred and fifty people.. An accident 
prevention campaign was started here 
a number of years back, a safety 
committee formed among plant fore- 
men, a safety director and inspector 
appointed. The safety committee, al- 
though none on it had any previous 
instructions on safety work, was 
composed of careful men with years 
of experience in the mill. The mem- 


Employers Mutual 
Presents Safety 
Trophy 
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bers of the safety personnel were 
serious and earnest in their desire to 
decrease accidents. Periodic safety 
meetings were held, records of acci- 
dents kept, discussed and analyzed 
at these meetings but still, in spite of 
all, accidents occurred though they 
were on a gradual decline. 


During the year of 1927, a total 
of thirty-one loss time accidents was 
reported. In 1928 there were twenty- 
three ; in 1929 there were thirteen, in 
1930 there were six and from June 
19, 1930 to the time of this writing, 
October 12, 1932, a total of 846 days, 
no loss time accidents have been re- 
ported, which involves a total of 
1,366,600 man hours. 


At the completion of a two year 
record, which was June 19, 1932, 
their insurance carrier, the Em- 
ployers Mutual of Wausau, Wiscon- 
sin, presented the Cornell Wood 
Products Company with an appro- 
priate bronze plaque, which presenta- 
tion was made by Mr. C. F. Otto, 
Director of Safety Education of the 
Employers Mutuals at a safety rally 
which was attended by approxi- 
mately five hundred people. 


In addition to receiving a fine 
bronze trophy or plaque from the 
insurance carrier, the writer has been 
informed that this mill has also won 
the major prize given by the paper 
industry for the best safety record 
among one hundred thirty-one mill 
members of the National Safety 
Council. 


Advocates Uniform JOHN A. 
Commissions DALZELL, 

Pittsburgh local 
agent, advocated a uniform scale of 
commissions nation-wide in a recent 
letter to James L. Case of Norwich, 
Conn., former President of the Na- 
tional Association of Insurance 
Agents. He believes that the exist- 
ence of excepted cities with higher 
commissions to agents there is not de- 
fensible. 


Commissioner PHILIP. H. 
Wilbour Resigns WIL BOUR, 

Rhode Island In- 
surance Commissioner since 1917, 
unexpectedly turned in his resigna- 
tion to Governor Norman S. Case, to 
take effect immediately. State Sena- 
tor Hargy T. Bodwell, it is reported, 
will be appointed to fill Wilbour’s un- 
expired term, which ends January 
31st. Wilbour has not made public his 
future plans. 
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Life Insurance 
(Continued from Page 20) 


for one now in force) surrender of 
policies for cash and similar practices 
of the present could be eliminated, a 
substantial saving in the net cost of 
insurance could be made. 

So much for the past and present. 
An attempt to peer into the clouded 
crystal ball in which the future is re- 
vealed would seem to be indicated, al- 
though the accuracy of any such reve- 
lations is open to serious question. 

The life insurance companies are, 
on the whole, the soundest financial 
institutions in our capitalistic civiliza- 
tion. Their security is only menaced 
by changes in the social order or in 
the basic economic structure. One 
such possible change would be a 
moratorium on private and public 
debts, or a scaling down of general 
indebtedness. The life insurance com- 
panies are the largest creditors in the 
country. If, through new legislation, 
the real estate debt was cut in half 
(some farmers and farm organiza- 
tions are even now advocating such a 
step) it would mean a loss to the life 
insurance companies of three and a 
half billion dollars. If conditions 
should make it necessary to reorgan- 
ize the railroads generally, with a 
scaling down of their funded debt, it 
might take billions from the coffers 
of the companies. The possibility of 
any such actions seems remote, but 
they are not utterly impossible. 

There seems to be no doubt, among 
economists, that the rate of interest 
which can be secured through invest- 
ment is on a decline which may not 
be checked until it reaches a level at 
least as low as that used in determin- 
ing life insurance reserves. The ef- 
fect of such a change from present 
conditions would be to curtail the 
dividends paid by the participating 
companies but, so long as the prevail- 
ing level does not sink below three 
percent, no other disastrous conse- 
quence should follow. 


Ceo 


F the trend toward a socialized 
I state continues, the life companies 
may find themselves in competition 
with state controlled organizations or 
they may discover that their reason 
for existence has been removed. If 
the paternalistic concept of the state 
develops to the point where it will 
provide adequately for dependents 
and shelter them from an indifferent 
world the security appeal of insur- 
ance will be lost. If old age pensions 
and other such social legislation win 
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universal acceptance it will no longer 
be necessary for a man to provide 
against old age and the investment ap- 
peal of life insurance will be stopped. 
Compulsory unemployment insurance 
(which seems to be definitely on its 
way) may be the first step in a com- 
prehensive program. A ray of hope 
tor the companies seems to lie in the 
growth of group insurance, by which 
private industry provides tor its em- 
ployees through the existing machin- 
ery, thus making state insurance un- 
necessary. 

As a last matter of reflection, let 
us point out that the market tor lite 
insurance has a definite saturation 
pomt. We do not mean to suggest 
that that point has been reached or 
will be attained in the near tuture. 
We merely point out that the popula- 
tion of the United States is growing 
at a very slow rate, and there 1s good 
ground to expect that it will be sta- 
tionary or on the decline within less 
than nity years. Under the economic 
system of today (which may be gone 
in fitty years) the number of people 
who are able to buy insurance and the 
amount that can be spent for such 
protection is limited. lt the estimates 
of the enthusiastic underwriters were 
fulfilled and the second hundred bil- 
lion written by 1940, life insurance 
would be absorbing at least 10%: of 
the national income, and probably far 
more, A fair question is “Can ten 
percent of the national income be so 
invested ?”’ On December 31, 1930 the 
entire. amount of life insurance 
throughout the world was only 
$155,000,000,000, of which 69%, or 
$107,948,228,000 was in the United 
States. This would seem to indicate 
that the great strides im life insurance 
in the future will be made in other 
countries rather than here. 


IOC 


IF E insurance fills a fundamental 

need in the world. It represents 
an ideal that has been sought by men 
since they developed enough intelli- 
gence and imagination to see the dan- 
gers of the future to their dependents 
and themselves. Until some substi- 
tute for it is found, whether in a 
paternalistic state or otherwise, it will 
continue to exist. The life insurance 
companies of the United States, on 
the whole, are as sound and as well 
managed as human institutions can 
be. Barring some social or economic 
catastrophe they will pay their claims 
and prosper. 


Of New York 





Utica Mutual 
Absorbs Allied 


ACCORDING to 
an announcement 
by John L. Train, 
General Manager 
of the Utica Mutual Insurance Com- 
pany of Utica, New York, that com- 
pany assumed the assets and liabilities 
of the Allied Mutual Liability Insur- 
ance Company of New York, New 
York, on midnight, November 30th. 
Both companies have been operating 
in the same general territory and it 
was felt that the interest of the policy- 
holders of the small organizations 
would be best served by affiliation 
with the larger company. 

As of June 30, 1932, with bonds 
carried at amortized value of stock 
and market prices, the Utica reported 
total assets of $7,778,969.00, with a 
surplus to policyholders of $1,270,- 
990.00. According to its last state- 
ments, that of December 31, 1931, the 
Allied had over $2,500,000 in assets 
and a surplus of over $500,000. 


Burglary Premiums 
Reported Lower 


IN common 
with other 
forms of in- 
surance, premiums on burglary busi- 
ness for 1932 show a falling off. It is 
estimated they will not exceed $30,- 
000,000 whereas they totalled $35,- 
000, 000 two years ago. As a counter 
to the rate advances that have been 
applied to various divisions of the 
burglary business several thousand 
banks that previously carried the pro- 
tection have ceased operations. The 
indemnity under mercantile and resi- 
dence lines has fallen off through 
lessened insurable values in many 
cases and through inability to meet 
premium requirements in others. 


New Pennsylvania IT is expect- 
Surety Company ed that the 
Being Organized charter of the 

Pennsylvania 


3ankers’ Surety will be granted early 

next month. This company has been 
organized by the bankers of Penn- 
sylvania for the purpose of issuing 
depository bonds and writing other 
forms of coverage in connection with 
banks. The leaders in the enterprise 
feel that the depository bond business 
will be materially better during the 
next few years, as most of the weaker 
banks have already failed. 


Appeal Unusual THE American 
Case to U. S. Mutual Liability 
Supreme Court Company has an- 

nounced that it 


will take an appeal to the United 
States Supreme Court against a de- 
cision recently rendered in the United 
States Circuit Court of Appeals which 
held that the company was liable for 
the full amount of the judgment ren- 
dered against the insured, not limited 











to the face of the policy, because it 
had not settled the case before it had 
come to trial. 

The court held that the carrier com- 
pany in refusing settlement within 
the amount of its policy did not act 
in good faith and was therefore liable 
for the entire judgment against the 
assured. 

Urge Shorter 
Hours to Spread 
Employment 


THE executive 
committee of the 
National Board of 
Fire Underwriters 
has adopted a resolution advocating 
that fire insurance companies join the 
“share the work” movement. It 
urges all companies to appoint “an 
executive officer to acquaint the com- 
pany with ways and means of shar- 
ing work and, in addition, the making 
of a careful and thorough analysis of 
the company’s personnel position to 
the end that the following objective 
of the ‘share the work’ movement 
may be realized. 

1.—A reduction in present un- 
employment by spreading the work, 
jobs and positions now available 
among a large number of em- 
ployees working shorter periods, 
rather than employing a small num- 
ber working longer periods. 

2.—In the event of a decline in 
the volume of business, the con- 
tinuance of present staffs working 
shorter hours rather than reduced 
staffs working present or longer 
hours. 

3.—In the event of an increase 
in the volume of business distribut- 
ing the additional work to the 
greatest possible number of pres- 
ent time schedules, rather than 
working present staffs longer 
hours.” 


Reconstruction Cor- DURING the 
poration AidsIn- month of No- 
surance Companies vember the Re- 

construction 
Finance advanced $2,151,999.00 to 
insurance companies, which was dis- 
tributed as follows: The National 
Surety Company, New York, $1,- 
000,000; National Life Insurance 
Company of the U. S. A., Chicago, 
$310,000; Federal Union Life Insur- 
ance Company, Cincinnati, $250,000 ; 
Detroit Fidelity & Surety Company, 
$225,000; American National Assur- 
ance Company, St. Louis, $130,000; 
American Union Life Insurance Com- 
pany, St. Joseph, Missouri, $110,000; 
Liberty Life Insurance Company, 
Topeka, $85,000; People’s Industrial 
Insurance Company, Jacksonville, 
Fla., $15,000; Franklin Mutual Fire 
Insurance Co., Ottawa, Kans., $15,- 
000; North Carolina Mutual Life In- 
surance Co. Durham, N. C., $11,000 
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THE West 
Virginia State 
Auditor does 


Supreme Court of 
W. Va. Says Com- 


missioner Has No 


Power Over not have au- 
Auto Rates thority to reg- 
ulate automo- 


bile liability and property damage 
rates. The State Supreme Court 
made this ruling recently in uphold- 
ing an injunction issued last summer 
by the Kanawha Circuit Court which 
restrained the department from re- 
voking the licenses of a large num- 
ber of casualty companies. 

The point arose when the National 
Bureau of Casualty and Surety Un- 
derwriters ordered an increase in au- 
tomobile liability rates of 21.5%. 
Thereupon, Edgar C. Lawson, State 
Auditor and Ex-officio Insurance 
Commissioner, directed that the in- 
crease be cancelled and asserted that 
the licenses of the companies affected 
would be discontinued unless this was 
done. 

The companies responded by secur- 
ing an injunction in the Circuit Court 
under which the increase was put 
into effect and the new rates will be 
continued as originally proposed be- 
cause of the subsequent Supreme 
Court decision. 

It was the contention of the West 
Virginia Department that the 1927 
law required fire insurance companies 
to set up rating bureaus for them- 
selves, or be members of such bodies, 
and also empowered the department 
to regulate rates of indemnity com- 
panies. The court in ruling on this 
argument said that the statute in 
question used the terms “examination 
and supervision” and that this phrase 
according to precedent had a defi- 
nite meaning. Although the auditor 
under the law has power to super- 
vise indemnity companies, the mat- 
ter of rate making is outside his 
jurisdiction. 

So. Carolina Tax THE Supreme 


Case Allows No Court of So. 
Deductions for Carolina in the 
Reinsurance, etc. case of: King vs. 

Aetna Ins. Co. 


et al. has decided that insurance com- 
pany taxes are properly based on 
total premiums collected without de- 
ductions for re-insurance and return 
premiums. The court followed in 
large part its own reasoning in the 
recent case of the Jefferson Standard 
Life Insurance Company v. King, 165 
S. C. 299, 163 S. E. 653. 
License Revoked C O M M I S- 
in Michigan SIONER Liv- 
ingston of Mich- 
igan has revoked the license of the 
Pearl of London for ninety days and 
assessed a fine of $500 for violation 
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of the terms of its authorization in 
the state. The company was given a 
hearing on the charges. It was 
claimed that it had written two poli- 
cies on farm properties, although its 
license is confined to reinsurance. The 
policies in question were found to 
have been written at an improper 
rate through the Chicago agency of 
Moore, Case, Lyman & Hubbard. 
Commissioner Livingston _ stated 
that counsel for the company wrote 
the Department July 15th regarding 
the issuance of a license to permit 
it to do direct writing. However, 
there was no compliance with the re- 
quirements and no formal applica- 
tion was made for modification. The 
policies were written on the prop- 
erty of S. D. Kingsbury, retired 
Chicago publisher. The company de- 
nied knowledge that the policies had 
been written covering Michigan 
property. 
Ohio Fire 


Premiums Lower 


FIRE insurance 
premiums in 
Ohio will be 
lower in 1932 by at least 15% and 
some believe that the reduction may 
be as high as 20%. The premium 
drop has been particularly marked 
within the last three months for all 
companies, 

The Ohio loss ratio will be higher 
this year, not primarily on account of 
any fire loss trend but because of the 
reduction in premiums. The fire loss 
of the State will probably show some 
reduction but it will not be enough to 
overcome the premium side of the 
ratio division. The loss ratio in west- 
ern Ohio is believed to be better than 
that for the eastern part of the state 
on account of less moral hazard. 


Canddian Hail THE members 
Experience Good of the Canadian 

Hail Underwrit- 
ers’ Association report that experience 
in the three prairie provinces was 
satisfactory this year. The volume 
of premiums was 50% higher than in 
1931 and the loss ratio declined to 
half of last year’s figure, or the ratio 
of 1930. $855,361 were collected in 
premiums during 1932, as compared 
with $531,609 last year. 


Oil Burner COMMISSIONER 
Charge Harry J. Mortensen 
Rejected of Wisconsin has 


In Wisconsin issued an order abol- 
ishing all charges in 
fire rates for installation of oil 
burners not tested by Underwriters 
Laboratories. 

The only issue, as Commissioner 
Mortensen viewed the case, was 
whether the rating bureau was just- 
ified in imposing an arbitrary charge 
of 3c per $100 on a risk that has in- 
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stalled an unapproved oil burner. To 
judge the case he found it necessary 
to go into the purposes of schedule 
ratings, which he defined as “an 
analysis of risks having for its object 
the ascertainment of causative haz- 
ards contained in it.” He held that 
there can be no justification for a 
charge in rates unless it is measured 
by the schedule based upon actual 
fire experience or fire tests and that 
any other charge is arbitrary or in the 
nature of a penalty. 

Revised Rates THE 
For Hold-Up 


Insurance 


National Bu- 
reau of Casualty and 
Surety Underwriters 
has announced a re- 
vision upward in rates for hold-up 
and burglary insurance. Most of the 
increases were effected by a terri- 
torial readjustment in the manual. 

The State of Arizona, heretofore 
placed in Territory IV, which carries 
the lowest rates, has been catalogued 
in Territory II, one step higher be- 
cause of the experience of the com- 
panies in that State. 

For California both Los Angeles 
and San Francisco Counties have 


heretofore been assigned to Territory 
[ but the latter city has been trans- 
ferred to Territory II with the bal- 
ance of the State, which means a re- 
duction for San Francisco. 

In Indiana, Lake County, including 
Gary, has been taken from Territory 
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IV, the lowest rated territory, and 
assigned to Territory I, meaning a 
moderate increase. In Michigan, 
Wayne County (Detroit) which 
under the last schedule was in Ter- 
ritory III, the highest rated territory, 
has been placed in Territory I. This 
means a reduction for this section. 

Bronx and Kings Counties in New 
York State have been changed from 
Territory [I to Territory I and Queens 
County has been transferred from 
Territory IV to Territory II, this 
change producing a slightly higher 
rate. However, New York County 
(Manhattan) remains as it was. 

Cuyahoga County (Cleveland) in 
Ohio has been changed from Terri- 
tory II to Territory I, meaning a 
higher rate for this section. Lucas 
and Mahoning Counties (Toledo and 
Youngstown respectively) have been 
changed from Territory IV to Terri- 
tory Il. The balance of the State 
remains in Territory IV. 

Allegheny County (Pittsburgh) in 
Pennsylvania has been placed in Ter- 
ritory I and is thus separated from 
the remainder of the State, which 
remains in Territory II. Oklahoma 
and Tulsa Counties in Oklahoma have 
been separated from the balance of 
the State, remaining in Territory IV, 
and placed in Territory I, calling for 
higher rates. 





The classification of risks for the 
various territories shows a substantial 
increase for Class 2. There are three 
classes of risks in each territory, Class 
2 carrying a higher rate than Class 1, 
and Class 3 carrying the highest rate. 

Many establishments heretofore in 
Class 1 have been added to Class 2, 
including cafeterias, lunchrooms, 
restaurants, excluding hotels, retail 
butchers, delicatessen, fish, fruit, 
grocery and poultry stores, wholesale 
grocers, wholesale produce and com- 
mission merchants, cigar stores, laun- 
dries and shoe stores. 

It was announced that this change 
was made because of the experience 
of the companies having revealed that 
in recent years these classes have pro- 
vided a fertile field for hold-up men. 
Class 2 has all along included such 
risks as amusement parks, miniature 
golf courses, dance halls, fairs, race 
tracks, theaters, automobile garages, 
renting stations all public places to 
which an admission fee is charged, 
except parks for holding athletic con- 
tests, and the like. 

The manual reprint also shows that 
rate concessions are made possible in 
mercantile safe burglary insurance by 
the approval of a new class of safe 
known as “F”, which is a burglary 
resisting strongbox with a locking 
device described as one of the strong- 
est made. 
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Reducing overhead costs for 
the merchant-- 








the home and 
building owner -- 





the manufacturer 


OR thirty-three consecutive years the 

Federal Companies have returned cash 
savings to their policyholders. These savings 
total more than 44 million dollars. That is a 
lot of money! Savings in overhead costs have 
helped merchants show a better profit and loss 
statement at the end of the year. Savings to 
home and building owners have resulted in 
lower operating budgets--very much in keep- 
ing with the times. With the market price of 
merchandise ‘‘off color’ savings to the factory 





have been particularly welcome. 


The Federal plan of Safety, Service and 
Savings has meant much to these four types of 
property owners. 


Thousands of unsvlicited testimonials from 

, ; he | every corner of the United States give evidence 

oe : jereiesl ee. that the Federal Mutuals are providing Amer- 
' 


«rt: 





‘us <- pi) LN a ican property owners with the kind of insurance 
iii . av service they are entitled to and are now de- 
NM if a manding. 
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Federal Hardware & 
DEPARTMENT OFFICES Implement Mutuals 


Atlanta, Ga. Newark, N. J. Retail Hardware Mutual Fire Ins. Co. 
Boston, Mass. Owatonna, Minn. Minneapolis, Minnesota 
Dallas, Texas San Francisco, Calif. Hardware Dealers Mutual Fire Ins. Co. 
Minneapolis, Minn. Stevens Point, Wis. Stevens Point, Wisconsin 


Winnipeg, Canada Minnesota Implement Mutual Fire Ins. Co. 


Owatonna, Minnesota 
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DECEMBER 31, 1931 SH 
ASSETS 

Bonds and Stocks (Insurance Commissioner's Convention 
RS cies 5 xdse cakes 500++k sss eee eheds- fs Syeltsua ka .$7,373,606.00 
Sn ae mare 27,650.00 
Accrued Interest on Investments...%0...........0.ccccccccccesssevseeeeeeee 98,851.65 
Cash in Bank and Offices.............% Re SS aeecee | 495,123.23 
Premiums in Course*otCollectionis...........ccccccccesseceeceeeeecens 580,367.51 

Deposit with Workmen's Gempensation Board, Province of 
Manitoba ...............0 =... IONE Pl EL: 1,310.04 
$9,576,908.43 

- LIABILITIES 

Net Special Reserve for All Liabilitiés.............00000000000000000. $2,311,027.00 
S.A 891,728.39 
Reserve for Taxes and Expenses...0.20)0.0......4p.cccccccceceeceeeseeeeeens 33,370.09 
ee. eS 3,490,782.95 
hvala aes . 2,850,000.00 
$9,576,908.43 
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EXCESS UNDERWRITERS, INC. 


75 FULTON STREET 
NEW YORK | 





Telephone J. P. Gibson, Jr. 
Beekman 3-6727 Manager 
































